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With Th\e Editors 





Partly All-Out 


W. Americans are the most news- 
paper-minded people in the world. 
Our language is partly English, 
partly abbreviated journalese. We 
are strong for catchy words. Thus 
“all-out” has become our most dra- 
matic and frequently used adjective. 
For months we have been talking 


about “all-out” this and “all-out” . 


that. Actually, in no respect—poli- 
tics, industry, the effort of labor— 
are we yet anywhere near an all- 
out war economy status. 

Inevitably ‘in a democracy there 
are fumbling and mistakes; and, in 
a major national undertaking, a lag 
between deeds and grandiose words. 
Because performance does not over- 
night match slogans, faint-hearted 
patriots shake their heads mourn- 
fully. They forget that in any cir- 
cumstances and under any system of 
government there must be a time 
gap between defense blueprints and 
the production. They forget that in 


such a drive it is the American way 
to set a fantastic goal—such as 50,- 
000 airplanes a year—and then go on 
to achieve it much faster than the 
unimaginative thought possible. 

In the short week-to-week per- 
spective, progress seems slow. Be- 
cause the need is so urgent, we are 
impatient. That is all right. The 
impatience will do some good and 
no harm. But, on the other hand, 
there is no justification for defeatism. 
If you look at this thing on a realis- 
tic, over-all basis, the achievement 
already is tremendous and will rap- 
idly become more so. 

For years we have been second 
to none in air and naval research. 
This is the primary foundation for 
our two most important arms of de- 
fense. The next layer in the founda- 
tion is the “tooling up.” We have 
been chiefly concentrating on that 
for the past year, with the result that 
—in terms of machinery, plant ex- 


pansion and construction—we are 
now unquestionably out-producing 
Nazi Europe by a very wide margin. 
So much of the preparation having 
been completed, who can doubt that 
in the relatively early future we shall 
be out-producing Germany in arms? 

Machine tool output is at an un- 
heard of level—nearly four times 
that of the fairly active year 1939. 
Consider the following production 
gains since the outbreak of the war, 
as taken from indexes compiled by 
the Federal Reserve-Board: aircraft, 
360 per cent; shipbuilding, 157 per 
cent; steel ingots, 44 per cent; non- 
ferrous metals, 66 per cent; ma- 
chinery of all types, 84 per cent; lo- 
comotives, 170 per cent; railroad 
cars, 132 per cent. 

Cheer up! We are off to a good 
start. (In saying which we are not 
at all complacent. In fact, we shall 
keep on urging Washington to get on 
with the job faster and better.) 
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The Trend 


ANOTHER WAR BEGINS ... War between Germany 
and Russia is the most sensational development since the 
fall of France. It is what England long strove to bring 
about. It is what the British and most Americans 
prayed for—with scant expectation that Stalin, prize 
practitioner of appeasement, would fight. Evidently, 
he had no choice; no further chance even to grovel at 
Hitler’s feet. 

The prospect of a mounting flood of American aid to 
Britain undoubtedly impelled Hitler to this biggest of 
his gambles. Domination of Russia would boost the 
Nazi economic and military prospect, both as regards 
a supreme drive against Britain later in the year and, 
if this proved impractical, as regards Germany’s chance 
of withstanding a protracted Allied siege. 

Time was of the essence. The Germans wanted no 
more Russian promises; distrusted Russia’s ability to 
deliver goods in the needed amounts in any event; fig- 
ured that only crushing military conquest could answer 
their need. 

Well, what next? Military men believe the Germans 
can take the richest border areas of Russia in relatively 
short time; and that, avoiding Napoleon’s mistake of 
trying to take Moscow, they will aim at control from 
Murmansk to the Black Sea, which would give them the 





LAURENCE STERN, Managing Editor 


of Events 


Ukrainian bread basket and rich mineral and petroleum 
supplies. 

But if Russia can surprise us by putting up a really 
stiff fight for even two months, the benefit to the Allied 
cause would be great. The drain on German material 
and the strain on the German economy—especially the 
transport system—would be heavy. A belated vic- 
tory would be so costly that it would probably preclude 
a major drive against Britain any time this year, after 
which American aid probably would irrevocably turn 
the tide. 

On the other hand, a speedy German victory would 
be very bad news indeed—even allowing for the months 
or years that would be required for the Nazis to organize 
Russia for efficient production. It would open a road 
to Iran, Iraq, Suez, and even to India and China. It 
would enormously increase Hitler’s power for offense or 
defense against the western democracies. It would per- 
mit Germany to strengthen Japan’s weak air power, 
make more effective use of Japan’s formidable maritime 
power. 

It would be foolish and stupid to underestimate the 
threat. In this conflict the odds of mechanized land 
power and tremendous air power strongly favor Ger- 
many—and naval power does not figure importantly. 
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It is out of the question that Britain in the near future 
can land major attacking forces in France. All that she 
and we can do is to seize the golden opportunity— 
whether it lasts a matter of weeks or months—to bring 
all possible offensive air power to bear on Nazi produc- 
tion facilities. 

We see no reason why ideological differences should 


confuse or further dis-unite thinking Americans. We 
have no love for Russia and little sympathy. But Nazi 
Fascism is the real threat to Britain and to us. When 
Stalin fights Hitler, even though the war is forced upon 
him, he is on our side in practical fact. The British 
Government is 100 per cent right in promising all pos- 
sible technical and economic aid. 

Finally, this demonstration of what Hitler’s word is 
worth should be the last nail in the coffin of appease- 
ment and isolationism. No one was more willing to “do 
business” with Hitler than was Stalin—on almost any 
terms. It did not save him from all-out attack when 
Hitler chose to launch it. Neither appeasement nor 
isolationism can save the United States from disaster. 
We should think that even Col. Lindbergh could see 
that by now. 


ST. LAWRENCE SEAWAY... Under former concepts 
of constitutional law the St. Lawrence Seaway project 
required the negotiation of a treaty with Canada and 
this, in turn, required ratification by a two-thirds major- 
ity of the Senate. Thus circumscribed, all of President 
Roosevelt’s tremendous power of persuasion and patron- 
age did not suffice to put the plan over and probably 
could not do so today, even with the project draped 
in the holy guise of “national defense.” 

But by the alchemy of clever politics the enabling 
legalistic verbiage has been altered. No “treaty” is now 
involved. A simple majority vote of Congress will suffice. 
Very likely the Administration can force it through, 
aided by national defense propaganda to which O P M, 
Secretary of War Stimson and other respected voices are 
contributing. So it is merely for the record that this 
publication dissents. 

The chief object is another public power “yardstick.” 
In practical fact, any saving to users of electricity will be 
due far more to Government subsidy than to superior 
engineering economics. There is plenty of private capi- 
tal for any economically justifiable power expansion; and 
plenty of Federal and State regulatory powers to see 
that private rates are fair. The “national defense” argu- 
ment is specious. If more power facilities are urgently 
needed, they can be had more quickly and cheaply by 
construction of new steam generating plants, as the 
St. Lawrence scheme will require not less than four years 
for completion. 

We are told that there must be a large curtailment of 
production of non-essential consumer goods to facilitate 
defense. Mr. Walter Lippmann argues that, the St. Law- 
rence project being defense, consumers should pull in 
their belts in order, among other things, to divert labor 
and materials to it! It does not occur to the advocates 
that to the extent consumer goods production is re- 


stricted, the large power output now utilized in such pro- 
duction can itself be diverted to defense. 

Argument for the seaway aspect is equally specious. 
If it is to be a long war, presumably it will be fought 
twelve months in the year—but the St. Lawrence will 
always be closed by ice six months out of the year or 
more. Even in open season the size of ships which can 
get through this passage will be restricted. What about 
the opening up of shipbuilding resources on the Great 
Lakes? Answer: (1) it will be at least four years before 
any such ships could get to the ocean; (2) we have 
almost unlimited sites available for shipbuilding pur- 
poses along the thousands of miles of Atlantic, Gulf and 
Pacific coast shores, not to mention the additional thou- 
sands of miles of Canadian ocean frontage. 

But, we are told, shipbuilding facilities on the Great 
Lakes would be safer from bombing. Would they? If 
the threat is from the Pacific side, facilities on the At- 
lantic coast would be safest. If it is from the Atlantic, 
those on the Pacific coast would be safest. If it is from 
South American bases captured by our enemy, the Great 
Lakes area would be no less vulnerable than the indus- 
trial east. 

This venture—like TVA, Passamaquoddy and the 
Florida ship canal—was a cherished New Deal pet long 
before the war was dreamed of. “Defense” is excuse, 
rather than reason, for it. 


IN THE PACIFIC ... It has been demonstrated in this 
war that warships are seriously vulnerable to air attack— 
that aerial torpedoes can put the heaviest battleships 
out of effective action, that bombs can sink cruisers and 
destroyers. It has been proven that no navy can land 
an attacking force in quantity on any hostile shore which 
is adequately protected by air power. 

The implications of these facts upon the grand strategy 
of war and international power politics are of far greater 
significance than most of us have yet realized. For 
instance, while our national thought is still tuned to the 
threat of a Japanese drive for domination of the East 
Indies and the Southern Pacific, this publication has a 
strong hunch that Tokio has missed the boat and 
knows it. 

You see, what has been happening to warships in the 
narrow waters of the eastern Mediterranean has a very 
special meaning to Japan. She is a strong naval power 
but a fourth-rate air power. She is reliably reported to 
have only some 4,000 planes, more than half of them 
obsolete; to be producing less than 300 planes a month; 
to be unable to increase this output importantly because 
of lack of facilities and materials. 

Against this the United States is currently producing 
1,300 planes a month and in another six months it will 
top 2,000 a month. More immediately to the point, 
deliveries both from this country and Britain have in 
recent months greatly strengthened air power in the 
East Indies and at Singapore. Confronted by this in- 
creasing air power, the Japanese naval bigwigs could 
only have watched the battle of Crete with consternation 
and sinking hearts. — 
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Basie Change In Security Prices 
Taking Hold? 


Latest war turn is bullish in limited degree. It will become more 
bullish if Russia makes a good fight, otherwise not. We are in- 
clined currently to give the hopeful side the benefit of the doubt. 


BY A. T. MILLER 


Summary of the Fortnight: The index of 290 stocks 
made net gain of 1.6 points. High grade investment 
equities extended thetr recovery, but remain in low ter- 
ritory compared to past levels. Our index of speculative 
preferred stocks set a new recovery high for the entire 
war period by a goodly margin. Armament stocks bet- 
tered previous recent rally highs fractionally. Radical 
rise in a minority of defaulted rail bonds featured the 
bond market. 


A NEW phase of the war and for the security markets 
began with the German declaration of war on Russia. 
The immediate implications are bullish and are reflected 
in sharply rising prices as this analysis is written. 

The longer implications may be bullish or bearish— 
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depending upon the course of this new war in the east— 
and they can not now be predicted by anyone. 

If the German armies crush Russia in short order it 
will be very bad news. It would substantially strengthen 
the Nazi machine both militarily and economically, even 
though economic benefit would be slow to materialize. It 
would open a road to India, Persia, Suez. It would make 
Germany extremely hard to defeat, make the British 
more vulnerable to defeat. 

But the longer the German-Russian conflict lasts, the 
greater the “break” that it will represent for Britain and 
for the United States. A major set-back for the Nazis 
would end any justifiable fear that they will ever knock 
out Britain, and would immeasurably ease the path to 
eventual Allied victory. 

And if Russia can surprise the world by giving the 
Germans a stiff fight for even two or three months that 
also would be favorable. It would cost Hitler heavily 
in men and material—the latter being the more vital to 
him—and would put further severe strain on the German 
economy and transport system. It would probably pre- 
clude organization of an effective all-out assault on 
Britain this year. 

The venture is a big gamble for Hitler, the biggest he 
has yet taken. It is a gamble on a short time-table. 
Even victory, if too far behind the time schedule, would 
end any Nazi chance of a complete defeat of the western 
democracies, although it would not necessarily doom 
Germany to military defeat. We emphasize the time 
schedule because it is obvious that by autumn our aid 
to Britain will make Hitler’s chance of winning a totali- 
tarian success much fainter and that by next spring it 
will have become out of the question. 

The problem of adapting investment and speculative 
operations to this sensational new development is neither 
easy nor clear-cut. We rather doubt that the advance 
which began this morning is the beginning of a straight- 
line buying stampede such as that which followed out- 
break of the war. We think it more likely that the first 
upturn will be followed by something of a wait-and-sce 
period. 

In short, buying volatile equities for appreciation in 
this setting is a gamble on near term development of the 
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German eastern cam- 
paign. If Germany 
gains her objectives in 
true Blitzkrieg manner, 
the current rally will no 
doubt prove to have 
been an occasion for sell- 
ing stocks, rather than 
buying them. 

But if the German 
progress is slow, quite 
likely an irregular, in- 
termediate upward 
trend can be main- 
tained. And if the Rus- 
sians actually stall the 
Nazi drive we think 
there would be a strong 
chance for much higher 
prices, whether brought 
about in a_ stampede 
mark-up which might 
last only two to three 
weeks at best = or 
achieved in more order- 
ly fashion between now 
and autumn. 

It must be borne in 
mind that market cycles 
under war conditions 
are relatively — short, 
both up and_ down. 
They were a matter of 
months, rather than 
years, in the World War 
period. They are even 
shorter now, due both to 
the regulated thinness of 
the market and to the 
fact that investor mis- 
givings regarding the 
outcome of this war and 


its effect on the post-war social structure are more deep- 
seated than they were in the First World War. In the 
stampede advances of June, 1938, September-October, 
1938, and September, 1939, the cream was off the move 
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in a month or less. The tremendous nose-dive of May, a matter of weeks. 


1940, did its major damage in eight days. 





War “surprises”—favorable or otherwise 


We are inclined to give the market the benefit of the the one thing that should be least surprising. For in- 


doubt and to take a tentatively hopeful view of the 
general war prospect for the second half of this year. 
But we frankly emphasize that speculative or specula- 


tive-investment purchases are attended by a high risk following observation: 


factor; and that assumption of such risk should carry 
with it an open-minded willingness to reverse positions 
The most practical insurance 


when and if necessary. 


of this kind is the stop-loss device, whether actually by the British and U.S. navies. This would leave Ger- 


placed with a broker or carried mentally. 
of thinking, any purchase in which the objective is chiefly 
capital appreciation—rather than safe income—is specu- Suez to Africa. 
lative and should be so regarded. 

Specifically, we regard the 115 level, Dow-Jones indus- 
trial average, as the crucial “stop” point to be acted on in 
event of market reaction. We further advise that if any 
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To our way 
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capital appreciation purchases, made on the strength of 
this analysis, show profits, stops should be raised to pur- 
chase prices and should subsequently be raised more 
gradually in the event of an upward trend carrying over 


are actually 


stance, the Nazi turn on Russia surprised most interna- 
tional political authorities. Yet in this space in our issue 
of January 11, six months ago, the writer made the 


“Tf Hitler can not break England’s back, what will be 
the situation of Germany? Obviously she would be con- 
fronted by the specter of continuing control of the seas 


many land-locked on the Continent unless she could 
break out through Turkey into the Near East and across 
But there is a much less difficult route, 
entirely by land, to an area much richer—potentially—in 
all the raw materials that Germany needs. It is Russia. 
So, if events should frustrate the Germans in the west, 
we would not be greatly surprised to see them turn 
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their aggressive diplomacy and threats and—those fail- 
ing—war action in the direction of one Joseph Stalin. 
Fantastic? Perhaps—but this is a fantastic war.” 

It is still a fantastic war, in which almost anything 
can happen. For that reason we are skeptical of the out- 
look for development of anything like a “bull market” in 
the former sense of the term. Bull markets discount 
hope of continuing improvement in corporate earnings 
over a lengthy period of time. There can be no hope of 
such an earnings trend in this situation. On the con- 
trary, if 1940 was not the peak year in aggregate earn- 
ings of American enterprise, 1941 quite certainly is— 
due to impact of war taxes. In this respect, it is prob- 
ably analagous to 1916, which saw culmination of the 
first up cycle of the World War period and the begin- 
ning of a bear market of about a year’s duration, dis- 
counting our entry into the war, war taxes, controls, etc. 

This means that any basis for major market rise 
must be psychological, consisting of a willingness to pay 
more for current earning power and reflecting itself in a 
higher average level of price-earnings ratios. United 
States Steel common, for instance, probably will earn 
somewhere near $9 per share this year if the tax pro- 
posals formulated by the House Ways and Means Com- 
mittee become law. On this basis it is currently priced 
at about 6.3 times earnings. Under a slightly more 
confident state of mind prevailing earlier this year, it 
commanded a price-earnings ratio of 7.8. Recovery of 
equal speculative confidence would of itself produce a 
price of about 70, against current quotation of 57. 

Unlike a bull market geared to cyclical uptrend in 
business volume and earnings, an upward revaluation of 
current earnings is essentially a rather short run process. 
If violent, it could be completed in a few weeks, or even 
in a period of days. If gradual, it could be completed 
in a few months. 

Looking at the market as a state of mind, we do be- 
lieve a distinct new phase probably—although not cer- 
tainly—has begun. It is helpful to review previous 
psychological phases briefly. (1) Start of the war; 
America would be neutral and do a war boom business; 
market advanced. (2) The war was a slow stalemate; 
America would not export in heavy volume; the market 
sagged moderately and flattened out. (3) The Germans 
swept over France; the war would soon end; the market 
collapsed. (4) Britain showed firming resistance; U. S. 
armament program launched; gradual market recovery 
for about five months, led by armament stocks, with high 
grade peace stocks backward on tax prospect. (5) Tran- 
sition to war economy, tax specter, price control, dislo- 
cation of non-essential industries; five-month market de- 
cline to April low and sidewise drift for six weeks prior 
to start of rally early in June. 

It is probable that this year’s tax bill has been dis- 
counted so far as the averages go, although perhaps not 
in individual equity adjustments. It is probable that the 
eventual full entry of the U.S. in the war has been dis- 
counted. This would seem to leave the ebb and flow of 
the Nazi fortunes of war as the decisive factor between 
now and autumn. 

Probably the next psychological phase—if not nipped 
in a matter of weeks by smashing German success in the 
Russian war—will be: Long war; increasing tempo of in- 
flation; eventual German de- (Please turn to page 336) 
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Trade Dislocations Will 


Grow 


More Numerous Under Coming 


Moves to Speed Defense Program 


BY WARD GATES 


Masy a quarter of past years has gone by at a 
leisurely and unexciting pace, with but few develop- 
ments important enough to merit the studied com- 
ments of the industrial analyst. But the quarter now 
closing will be noted, as economic history is made, for 
many far-reaching happenings during the course of our 
huge rearmament. In each of the big five categories: 
spending, priorities, price controls, labor and taxes, there 
were major doings, many of which simply were prepara- 
tion for acceleration of the defense program in the third 
quarter and later periods. 
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Actual Government spending has not gone nearly so 
far as the unthinking observer might believe. It is true 
that orders assigned by the Government approximate 
some $17,000,000,000 since the defense program be- 
gan, but only about a third of this has been spent. Real 
money outlays by the Government in actual payment 
of defense bills for completed or semi-completed work 
thus aggregate only around $6,000,000,000. Even this 
relatively “small” real expenditure has carried us (along 
with the rejuvenated action of private industry) to a 
back-straining business pace never before attained. 

Top beneficiaries of coming enormous real spending 
are shipbuilding, with its combined naval and commer- 
cial program of $10,000,000,000; aircraft, with a re- 
vised $7,000,000,000 program; ammunition and explo- 
sives, at more than $2,000,000,000; another $2,000,000,- 
000 for plant facilities; $1,500,000,000 for artillery and 
small arms; $1,300,000,000 for cantonments, depots, posts, 
etc. These figures, in relation to capacity, are relatively 
so great that they virtually cease to have any particular 
significance as far as the third quarter of this year is 
concerned, other than the obvious fact that they will 
mean full-blast operations throughout the period, ex- 
cept as lack of materials or labor difficulties may hold 
up such operations. 

Machine tools, steel, non-ferrous metals, military cloth- 
ing and numerous industries tied in with the defense 
program also will be beneficiaries on a large scale. 
The work also will be spread much more than it has 
been; in fact, new types of defense contracts have manda- 
tory subcontracting clauses, which ultimately may be 
made legally enforceable. Judging from the aims of 
Federal administrators, our progress with armament 
turnout thus far is small compared with what is coming. 
Another upward revision in the 1942 budget is on the 
way, even though the first change brought scheduled ex- 
penditures up to $22,169,000,000, from $17,485,000,000. 
Comment of Stacy May, head of the Bureau of Re- 
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search & Statistics of the O P M, that even this record- 
breaking figure is insufficient jibes with statements of 
other officials that $30,000,000,000 to $40,000,000,000 an- 
nually must be spent on defense if we are to come close 
to keeping pace with the new Greater Germany. 

The dislocations among various industries—consumers 
durable goods in particular—which will be witnessed 
during the third quarter of this year, then, will look 
mild in ultimate retrospect, if the objective of our de- 
fense-planners is attained. Daily warnings come from 
Washington that civilian sacrifices are unavoidable and 
will increase with the progress of the defense program. 


Priorities Spreading Rapidly 


Priorities, beginning with machine tools, have spread 
to many industries, particularly metals, and the prior- 


ity list now exceeds 200 items. Under the unlimited na- 
tional emergency declared by President Roosevelt, 
priority restrictions are certain to become more nu- 
merous and severe, with corresponding difficulties for 
the non-defense lines. This will be evident in a large 
variety of unusual ways. Even though necessary mate- 
rials be on hand, power shortages in some areas may 
shunt the needed energy to strictly defense lines. Simi- 

', shipping priorities are creating oil scarcities in cer- 
tain areas, serious enough possibly to create some cur- 
tailment of its own weight. Priorities shortly will ex- 
tend to even another fuel—bituminous coal—in which 
shortages now are being discussed. Another unusual 
form of difficulty for the non-defense lines arises from 
transportation delays, with armament lines having the 
right of way. 

irect priorities, moreover, are creators of many se- 
rious current difficulties. This applies especially to 
metals, including such prominent ones as aluminum, 
nickel, zine, tin, copper and_ steel. Importance of 
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ne 
AN 
aluminum production for aircraft means that only a 
negligible percentage, if any, will be available for civilian 
needs. Non-defense needs may be shaved around 30% 
within the next few months for zine, about 15% for 
copper and actually about 10% even for steel. The 
situation in steel typifies the troubles of the priorities 
authorities. Dividing line of civilian and armament 
usage is sometimes difficult to draw. Thus, the demand 
for steel for freight cars is urgent as a means of provid- 
ing transport facilities large enough to meet the added 
requirements of the defense program. So, too, does this 
apply to pipe lines. Many requirements which appear 
to be of a non-defense nature actually are of great im- 
portance to the armament program. 

Automotive curtailment is not simply a matter affect- 
ing the automobile industry. Besides reductions in new 
car output, the automotive cut (scheduled at 20% he- 
ginning with the model year which starts in August but 
likely to be materially larger) will hit several auto-ac- 
cessory companies, excepting some which can replace 
with armament orders. Some of the glass manufac- 
turers, fabrics producers and instalment finance com- 
panies likewise will be among those affected. Along 
with fewer automobiles may come less gasoline. Already 
Harold L. Ickes, new National Oil Administrator, has 
cautioned that persons living on the East Coast may be 
coming to gasolineless Sundays. Some companies in 
the East recently have been rationing domestic heating 
oil. Another broadside relating to civilian motoring 
comes from Col. George 5S. Brady, head of the Substitute 
& Secondary Materials Section of the OP ACS, who 
emphasizes that so far we have done nothing to cut 
down the enormous civilian use of rubber for pleasure 
automobiles. Domestic rubber conservation is certain. 

The residential building industry may be cut down 
later in somewhat the same manner as the automotive 
industry, but there probably is an automatic fade de- 
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veloping in non- ‘nitih résidential construction in a 
event, reflecting the growing tightness of the labor End 
materials situations. On the other hand,’ ‘military ‘con- 
struction is likely to experience a sharp ‘near term in- 
crease. The new defense construction program ‘now be- 
ing launched calls for cantonments to house at least 
2,000,000 men, but the current plant ‘construction pro- 
gram which will involve $1,300,000,000 more than had 
been originally planned, aims to meet the equipment 
requirements of a 4,000,000-man Army. 

Also revelatory of how the armament program is 
causing the shifting around of the positions of industries 
are coal and railroads—two industries which normally 
are in a long-term downtrend. Competition with the 
railroads has been cut down sharply—in the instance of 
steamships by partial taking over of such facilities by 
the Government. This comes at a time of greatly in- 
creased railroad traffic as a result of the intensification 
of rearmament, which even has expanded passenger 
traffic through troop movements. The current and 
prospective high traffic volume has been so great as to 
cause freight car shortages. The decadent anthracite 
coal industry also has sprung to life with keen vigor. 
Threatened shortages of fuel oil in the Northeast un- 
doubtedly will compel many users of oil to switch back 
to coal (this is shown in sharp uptrend of coal stoker 
sales), with the result that the anthracite coal industry 
which incurred a shrinkage of output down to about 
half its production 25 years ago, has ahead of it a tem- 
porary period of real prosperity. 

Prices, another of the major regulated elements in 
our national economy, are of exceptional importance in 
analyzing all industries, especially since the price-regu- 
latory policies of the Administration are quite diverse. 
Price ceilings so far have been established largely in 
the metals groups, emphatically in the steel industry 
where 34 consuming points have been covered. Mean- 
while, higher agricultural prices have been openly fos- 
tered with “ceilings” set far above recent levels. Cross- 
sectional prices covering all industry are up about 7 per 
cent over those of a year ago. Leon Henderson’s hard- 
hitting OPACS has an announced policy of cracking 
down on speculative, inflationary types of price rises, 
leaving others alone. 

Mr. Henderson thus has the defense-providing indus- 
tries, such as steel, copper, aluminum, brass, lead, nickel, 
zinc and numerous others, fairly well in hand as to price 
policies, but if prices for consumers goods go beyond 
what he considers reasonable levels, ceilings unquestion- 
ably will be placed on retail prices also. This, of course, 
would be a difficult administrative problem, but it would 
be effective at least in some respects, and would mean 
profit-margin shrinkage of many retail trade companies. 
As price control policies actually will operate, they will 
mean a further “break” for the armament lines, since 
it is specifically for them that prices are being held in 
hand. Likewise, priorities are designed to speed output 
of these lines. Accordingly, future beneficiaries of price 
policies will be such industries as machine tools, ship- 
building, aircraft, munitions, defense construction, mili- 
tary uniform producers and makers of miscellaneous 
equipment for the Army and Navy. In many of these 
instances, as a matter of fact, additional weight is lifted 
off the shoulders of companies involved with labor escala- 
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tor clauses, which cover unforeseen added labor 
costs that might be involved, or with cost-plus- 
fixed-fee contracts, which protect the producer 
against virtually any new cost contingency. 
Army officials recently beat down an attempt 
in Washington to change the cost-plus-fixed-fee 
basis of making Army awards. Builders and 
contractors doing uncertain work (heavy basic 
activity, such as dredging, military bases, plant 
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this arrangement. 

Producers of aluminum, copper, lead, zinc, 
nickel, tin, brass, bronze, magnesium, tungsten, 
vanadium and other “critical” materials, are, of 
course, some of the outstanding among those re- 
strained as to prices and as to direction of sales. 
While the situation redounds to the benefit of 
the industries mentioned in the preceding para- 
graph, naturally it holds in check the profits of 
the materials producers themselves. As matters 
actually work, however, such a high production 
level is reached—even if for the defense program 
as projected alone—that a substantial earnings 
level is still possible for the majority of these industries. 

Action of a punitive nature also is being used by Price 
Administrator Henderson to scare off what he considers 
to be unwarranted price advances. The announcement 
recently that a ceiling on cotton yarn prices would be 
set considerably below recent quotations is an example. 
This is designed to prevent industries from running 
prices up in expectation of a freezing order and to whack 
the speculator. Price policies, however, are not a mat- 
ter entirely of cracking down, even in the industrial field. 
Advances thus are allowable up to a level where most 
producers can operate profitably. As far as basic raw 
materials are concerned, however, this rise already has 
taken place, with only sporadic and small increases 
likely to be permitted hereafter. 

In the instance of marginal producers, justified sepa- 
rate price treatment may be sanctioned, so that the 
needed production will be forthcoming. Price advances 





This Westinghouse photo shows typical household electrical equipment, 
for which it will be difficult to obtain basic materials. 
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“Critical" material aluminum now is being diverted almest solely te air- 
craft and armaments. Above—a division of Hamilton Stenderd Prepelier. 


which do not increase output are unlikely to be tolerated. 
One form of price increase may be allowed—as in the 
cases of sewing and washing machines, refrigerators, oil 
burners, radios, etc—on grounds that the higher price 
may curtail consumption and thus release materials 
needed for armament, but it would also be the aim of 
the Government to take this additional price in the 
form of enlarged taxation of various types. In any 
event, as far as the third quarter is concerned, the pres- 
sure on prices is likely to grow, though these will con- 
tinue to be well restrained, in the face of the likelihood 
that buying will increase materially. Indicative of 
anxiety to accumulate goods is the conclusion of the 
conservative National Association of Purchasing Agents 
which stresses that commitments should be made six to 
nine months ahead, in view of the tightness of the supply 
situation in numerous materials. 

Obviously, as demand rises, the Government will have 
before it a major job in holding inflationary 
trends in check. Increased taxes as well as pro- 
duction and price controls will help, but the 
strong force of sharply higher income, especially 
in the free-spending, low-income groups, seems 
certain to burst through somewhere along the 
tine. In any event, the Administration is in 
the midst of preparing blanket methods to 
freeze the price-cost structure, should this be- 
come necessary. If a really extensive program 
became necessary, straightforward Leon Hender- 
son has a schedule which would put a ceiling 
on “the price of money, the price of transport, 
the price of labor, the price of commodities, 
commissions, payments of all kinds.” In such 
a setup, the competitive angle would be pretty 
well eliminated and the perpetual underdog-or- 
ganization would get a chance to catch up with 
its competition. 

Labor—another of the big factors which must 
be considered by the analyst of business and 
profit trends—has reached its greatest heyday. 
In the first five (Please turn to page 334) 
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a in the metals trades—both ferrous and non- 
ferrous—have been virtually a chronic headache for 
these industries for most of the past decade. Arma- 
ment needs, however, have vastly changed the situation, 
and as our great production machine turns out battle- 
ships, airplanes, tanks, cannons and niunitions, we 
approach a period of excessive scarcity in most metals. 

Recently, for example, defense officials estimated a 
copper shortage for our emergency needs of as high as 
470,000 tons. At the end of April, stocks of refined cop- 
per totaled only 98,789 tons in the hands of producers, 
contrasted with shipments during the month of 123,580 
tons. On a similar date last year, copper stocks 
amounted to 169,120 tons, while shipments approximated 
68,660 tons. For further perspective, it is significant that 
producers’ stocks in April, 1939, aggregated 332,513 tons, 
while shipments reached only 42,484 tons. 

Perhaps the most extreme example of the growing 
scarcity in basic metals is found in zine. Producers’ 
inventories of zinc were down to 7,286 tons at the end 
of April, compared with shipments during the month 
of 62,974 tons. Corresponding figures for April, 1940, 
were: inventories 78,396 tons-and shipments 46,803 tons. 
In April, 1939, inventories were at the relatively large 
total of 130,380 tons, while shipments for the month 
ran only to 40,641 tons. 

Taking still another example revelatory of the trend, 
lead stocks in the hands of producers totaled 42,899 tons 
at the close of April this year, while shipments in that 
month alone were 59,169 tons—about 40% larger than 
inventories. Respective figures for the comparable 
period of 1940 were: stocks 63,461 tons and shipments 
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46,563 tons. In April, 1939, inventories of 123,394 tons 
were three times as large as the month’s shipments of 
37,903 tons. 

Under such circumstances, it is not surprising that 
priorities among metals are tightening fast. A form of 
priorities has been in effect for some months on ‘most 
“critical” metals, such as aluminum, cadmium, copper. 
chromium, cobalt, iridium, manganese, mercury, lead, 
zinc, nickel, tin, brass, bronze, magnesium, tungsten, 
etc., but all possible leaks are now in the process of 
being plugged, with all-inclusive controls on the way. 

An example of this complete type of priority is copper, 
providing the first case in which the O P A C § will make 
allocations of a commodity among competing civilian 
demands. The new copper system of mandatory priority 
control will be administered jointly by the O P AC S and 
the O P M. Principal point in the latest copper order 
lies in the requirement that refiners put aside a monthly 
reserve pool equal to 20 per cent of April production. 
This would be allocated to meet specific emergency 
needs, and the remainder would be prorated among cus- 
tomers. Similarly, all copper owned or to be acquired 
by the Metals Reserve Corp., R F C subsidiary which 
has been importing and otherwise building up supplies, 
will be apportioned. 

Official restraint (either American or Canadian) for 
these industries, not only as to whom sales might be 
made, but also as to the price at which such sales may be 
made, naturally holds in check the profits of companies 
producing in these fields, including such companies as 
Aluminum Co. of America, American Smelting & Refin- 
ing, American Zinc, Lead & Smelting, Anaconda Copper, 
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From Surplus to Scareity 


Growing Deflection of Basic Materials 


to Armaments Creates Many Casual- 


ties—and Some Beneficiaries 


BY J. C. CLIFFORD 


Bunker Hill & Sullivan, Calumet & Hecla, Cerro de Pasco, 
Consolidated Coppermines, Eagle-Picher Lead, Hecla 
Mining, Howe Sound, Hudson Bay Mining, Inspiration 
Copper, International Nickel, Kennecott Copper, Magma 
Copper, Miami Copper, New Jersey Zinc, Phelps Dodge, 
and St. Joseph Lead. As mattérs actually work out for 
these companies, however, such a high production level 
is possible that despite various sales and price controls, 
the attainment of a substantial earnings level still is 
likely. 

Even more important as an outgrowth of this situa- 
tion and other priorities or preferences, such as those on 
rubber, oil, shipping and numerous other lines, is the 
effect on those companies which cannot obtain an ade- 
quate amount of these materials or services, or those 
companies which cannot obtain any. What can the 
auto and auto-accessory manufacturers do about needed 
materials for their output designed for civilian needs 
and therefore considered secondary to armament needs? 
What of the makers of refrigerators, washing machines, 
sewing machines, oil burners, kitchen ranges, vacuum 
cleaners, radios and miscellaneous household equipment, 
bicycles, metal containers, civilian residential-building 
materials, photographic equipment, sporting goods and 
similar products ? 

The search for substitutes and replacements by these 
lines has been virtually frantic, and unfortunately some 
of these industries have found after having settled on 
usage of a substitute basic commodity and after having 
made expensive readjustments for this purpose, that 
defense preferences have been established even in the 
substitute commodity, making it necessary to turn again 
to other fields. For example, early this year many 
companies turned from aluminum (which obviously was 
heading for mandatory defense priorities) to copper, 
copperwelded steel, stainless and sheet steel and nickel 
all now being rationed, with armament needs preferred. 
Ii some instances, as in aluminum pots and pans, manu- 
facturers turned to enameled ware and copper ware, 
being unable to try other fields, since their machinery 
could enly handle metal products. Efforts to obtain 
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other types of machinery run smack into machine-tool 
and general-machine priorities. Letdown in the alumi- 
num household goods manufacturing industry already is 
quite outstanding. 

Examples of difficulties abound in the electrical equip- 
ment industry. The clamp-down on nickel represents 
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Priority-Affected Securities 


Earnings 1940 
Per Share Dividends Recent 
Common Steck 1940 1939 Per Share Price 


Air-Way Electric Appliance... . d$0.19 d$0.43 ane % 
Allen Industries............... 2.18 1.75 $1.50 9 
Arrow-Hart & Hegeman : 4.13 3.61 2.75 38 
Art Metal Works............ 1.52 0.46 0.80 7 
Bastian Blessing............... *4,.14 *3.07 1.90 17 
Briggs & Stratton............... 3.50 3.18 3.25 35 
SIDS cc icioscces cuted 6.01 d3.47 owes 15 
Chicago Flexible Shat.......... 8.33 8.80 6.00 62 
Collins & Aikman.............. (a)5.15 (2)4.16 2.75 20 
Commercial Credit............. 4.23 4.01 3.25 24 
Commercial Investment Trust... . . 4.35 4.34 4.00 30 
ae d2.91 0.16 ae 8% 
PINE 5 55505.055055008+3% 3.80 3.87 2.40 30 
Easy Washing Machine ‘‘B".... . 0.59 0.59 0.50 3 
Electric Household Uts,......... 0.64 0.29 0.20 

Evens Products................. 0.91 0.99 eek 7 
baretias Gom...............- 3.01 3.61 3.50 19 
Hoskins Mfg.................. 1.16 1.01 1.25 14 
Hudson Motor......... d0.79 d0.86 eee 3 
Kingston Products.............. 40.02 0.13 eins 1 
Landers, Frery & Clerk.......... 1.35 1.57 1.50 20 
Liquid Cerbonic............... (b)2.21 (b)1.62 1.00 16 
PEED oihbc dic cawies oss 0ces 0.47 0.22 0.15 3 
McGrew Electric 3.08 2.99 2.25 20 
Midlenad Steel Products......... 5.95 5.79 5.50 30 
Motor Products...... . . (e)1.67 41.19 1.00 a 
Nash Kelvinator (b)0.35 (b)d0.37 cae 
Noblitt-Sperks. - 4.66 4.23 3.10 27 
Outboard Marine... (b)4.44 (b)3.52 2.25 19 
Parker Rust-Proof.. . . 2.50 2.22 2.00 19 
Reynolds Spring. ..... . ; 1.76 (F)0.92 Ser 7 
eae *2.04 *1.48 2.00 24 
PRES os kv ntwrcssscnlew (d)1.67 (d)1.62 1.25 10 
Singer Mfg. Co................ Sieve 3.41 6.00 120 
Stowart-Warner.............00- 1.18 0.45 0.50 8 
ee 9.09 8.49 2.50 35 
PRR Sinise ccosvsobansac 1.18 0.40 0.70 7% 
WMI TID nico ccsckecsane 3.18 3.23 2.00 18 
Williams Oil-O-Mafic......... (d)d0.74 (d)d0.29 ut 2 
Young Spring & Wire........... (e)1.47 0.51 0.50 11 


* Fiscal year ended Nov. 30. (a) Fiscal year ended Feb. 28. (b) Fiscal 
year ended Sept. 30. (c) 6 mos. ended June 30. (d) Year ended Oct. 31. 
(e) 6 mos. ended 1/31/41. (F) 9 mos. ended Sept. 30. d Deficit. 





one of the potentially most serious troubles for the 
smaller heating units, since nickel is an essential part 
of nichrome, utilized in all such products as grills, toast- 
ers and waffle irons. For this industry and a number 
of others listed in preceding paragraphs, the raw material 
replacement “outs” are several, including plastics, paper, 
glass, lumber, concrete and textile products. Fate thus 
has given paper and glass containers a chance to pull 
ahead of their metal competitors; plastics and glass are 
being used by hardware manufacturers to replace brass; 
civilian building contractors must turn to concrete and 
lumber and use less steel. 

In the final analysis, however, there probably is no 
such thing as an absolutely priority-free product to 
which a business man might turn as a_ permanent 
substitute. The situation boils down simply to a mat- 
ter of degree, with such materials as aluminum being 
virtually 100% armament-reserved, leaving none of the 
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metal for civilian needs. Recent authoritative estimates 
for the prospective shaving down of civilian consump- 
tion in some other lines include 30% for zinc, 15% for 
copper and 10% even for steel. Synthetic rubbers for a 
while were being developed as a replacement by com- 
mercial interests for other materials, including several 
metals, but they became so valuable for defense uses 
that last week they, too, were placed on the mandatory 
priority list. 

Natural rubber also is expected to come under a form 
of priority control as a move to dissuade the manufac- 
ture of finished goods, such as tires, beyond indicated 
minimum needs. Attitude of Administration officials 
is influenced, of course, by the possibility that Far-East- 
ern imports may be cut down or completely cut off in 
an emergency; in contrast to the situation in aluminum 
and zinc, for example, the belief distinctly is not that 
there will be an extreme scarcity of supplies available for 
civilian use. Not even plastics supplies can be had in 
unlimited amounts as replacements, for portions of this 
industry now are under mandatory priorities, with cer- 
tain output reserved for armament uses. Moreover, the 
plastics makers can’t meet the huge demand and will 
give preference to regular customers. 

Avenues of escape, other than turning to substitutes, 
are virtually non-existent. Non-defense companies which 
have been far-sighted and have bought heavily, very 
likely will not be allowed to keep a surplus of strategic 
materials. Priority “casualty” companies will be numer- 
ous especially among small lines which lack substantial 
cash resources and thus are unable to withstand pro- 
longed shrinkage of business. The most extreme note 
sounded in this respect comes from Peter R. Nehemkis, 
Jr.,O P M official, who recently stated that as much as 
one-third of American industry may be faced with the 
possibility of closing down, unless means are found to 
use the facilities in some way for defense production. 

To help our readers single out some of the securities 
which have been or may be affected adversely by 
priorities, we are including in this article a representa- 
tive list, though this is not to be taken in any way as 
reflecting upon the soundness of these securities in 
normal times. The effect of priorities in individual 
instances may vary quite broadly, and it is likely that in 
many cases defense work eventually may counterbalance 
the losses, but, in the meantime, dislocations may be 
considerable, with the effect on net income unfavorable. 
For the time being, then, holdings of this type should 
be at an absolute minimum or entirely absent from the 
present-day portfolio. In passing, it must be emphasized 
that the list included in this article is by no means 
complete, there being many more such securities, largely 
of a less prominent nature. 

There is, of course, another side to the picture. Excep- 
tional demand has arisen for all potential substitutes 
and replacements, covering many fields. In addition to 
other metals, interest has run to plastics, paper, lumber, 
glass and other products, with the biggest switching 
being done to plastics. The plastics industry, of course, 
is booming more than ever before; even the country’s 
military needs from some divisions of the plastics industry 
are so great that they cannot be satisfied. Defense offi- 
cials generally, however, regard the plastics industry as 
one of the prime trades to which non-defense lines might 
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turn for substitute materials. As a straight substitute for 
steel, plastics have some distance to go for certain pur- 
poses. Nevertheless, they may be utilized in this 
general field to save stainless steel, which includes 
chrome and other alloying metals. 


Halcyon Days for Plastics 


Plastics, in any event had been making considerable 
headway in replacing some metal lines even before our 
defense program began to take hold. Molded plastics 
not only can compete with die castings for thousands 
of different jobs, but they can do a better job, according 
to some industrial authorities. It is argued that, 
although the cost of suitable plastics is generally higher 
than that of unfinished castings, this is offset by the 
fact that no finishing operation is required for plastic 
parts. Advantages enumerated by the General Electric 
plastics department are that plastics have only half the 
density of aluminum, they are corrosion-resistant, they 
have comparable structural and impact strength and 
they provide excellent electrical insulation. 

Since plastics fundamentally are a branch of the 
chemical industry, the large majority of chemical com- 
panies are in the plastics business. This fact somewhat 
complicates investment in the plastics industry as such, 
in that the plastics divisions in most instances are small 
in relation to aggregate chemical business done. Leaders 
among the plastics producers include du Pont, Union 
Carbide, Monsanto, American Cyanamid, Dow Chem- 
ical, Hercules Powder, Allied Chemical, Commercial 
Solvents, Catalin Corp., Continental Diamond Fibre, 
Durez Plastics & Chemicals, Formica Insulation 
and Richardson Co. The last five mentioned are 100% 
producers of plastics, though their individual output 
falls far under that of such of the chemical leaders as 
du Pont and Union Carbide. 

As in the instance of plastics, the synthetic rubber 
industry (likewise riding high, mandatory priorities and 
all) is basically a chemical enterprise. Again, du Pont 
is leader in the field, with Dow Chemical likewise active. 
Developing the oil-base rubbers are at least two major 
oil companies, Phillips Petroleum and Standard Oil of 
N. J. The various tire companies, led by Goodrich and 
followed by Goodyear and Firestone, also are making 
fast progress, but in these and all the above cases the 
percentage of synthetic rubber business to total business 
done is relatively minor. 

Some priority materials, as we have previously indi- 
cated, will be much less scare than others. Lead, for ex- 
ample, is far less likely to run into scarcity than top de- 
fense materials such as aluminum and zine. Accordingly, 
it is quite possible that lead will be turned to as a sub- 
stitute for other metals. For example, lead alloys may 
be used to replace zine in some die-casting operations, 
and the industry seems likely to regain some of the 
ground lost to copper and brass in the building materials 
trades. Such companies as St. Joseph Lead, Eagle- 
Picher Lead and others naturally will experience sub- 
stantial benefits. 

One of the most uncertain situations among “critical” 
metals is found in tin. There is no known native tin in 
this country, the nearest deposits of any substantial size 
being in Bolivia. Our Govern- (Please turn to page 335) 
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Thiokol, Dow Chemical's synthetic rubber, being milled at a 
rubber plant, preparatory to compounding. 





Resin-bonded plywood being used for wing, fuselage and tail 
structure covering in a British aircraft plant. 





A du Pont employee is shown buffing "Pontalite,” a new crystal 
clear plastic with a thermoplastic resin base. 
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Charles Phelps Cushing Photo. 
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Long war is seen by the Administration, and plans are 
being made accordingly. Peace rumors are expected to 
come from time to time, but will be batted down by 
Washington. Britain will be encouraged to go on fight- 
ing no matter what happens. The Administration is 
determined to crush Hitlerism, without our fighting if 
possible, but by it if necessary. 


Defense planning is being reoriented by abandonment 
of specific goals of so much of any particular war equip- 
ment and shift to preparation to turn out maximum 
quantities of nearly everything indefinitely. Chief rea- 
son for criticisms of O P M is that its aims were too low, 
through no fault of its own, which explains early 
promises of sufficient production capacity and raw mate- 
rials. New push will be felt in all lines of business as 





WASHINGTON SEES: 


Relations with Germany are deliberately being 
made worse, with no attempt on either side to ease 
the tension. Sinking of the Robin Moor by Ger- 
many, and U. S. action in closing German consulates 
and freezing Axis credits are serious matters and 
undoubtedly will be followed by other incidents 
fully as serious. 


But neither of these in itself will touch off war. 
The pretense of diplomatic relations probably will 
be continued for some time, particularly now that 
German propaganda and espionage activities in 
this country are pretty well curbed. For one thing, 
exchanges of notes, not possible without diplomatic 
relations, can be used to build up a case a more 
drastic moves to come. 


Policy is to reassert American doctrine of freedom 
of the seas as being more tenable now than ever 
because our neutrality law keeps our vessels away 
from belligerent areas. But Roosevelt is studiously 
avoiding leadership in war-talk, while others sound 
out and stir up public opinion. 











guns displace butter more and more. Industrial disloca- 
tions will rapidly become more numerous as armament 
goes into high gear. 


Japanese policy is ready to snap any moment. Strong 
forces in Administration favor a break now, and every 
week there is a rumor that it is imminent. Much depends 
on how Japan acts towards Netherlands East Indies, 
with which we have some sort of secret understanding. 
Very quietly N E I has been getting defense materials 
here, plus encouragement to resist, and any overt act 
will be denounced by Roosevelt as threat to democracy. 
probably accompanied by drastic action. 


St. Lawrence waterway will be approved by Cougress 
by Fall. Administration is using terrific pressure and 
making a plausible case, while opposition of railroads and 
power interests is subsiding, weakened by current threats 
of power and transportation shortages. One argument 
being used quite openly is that war will still be on when 
shipway is completed and Great Lakes navigation and 
shipbuilding facilities will be vital. 


Oil shortage in eastern states will not be so severe as 
early scare publicity, though distributors and equipment 
and service industries may suffer loss of profits. Pro- 
duction may be curtailed some during the Winter, and 
new drilling will be greatly cut by lack of steel and 
Ickes’ conservation plans. 


Supreme Court appointments insure an ultra liberal 
judiciary for many years, with broad interpretation of 
powers of Federal Government. This means the Court 
-annot be looked to as the bulwark of property rights or 
a check on radical legislation, and that restraint will 
have to come from within Congress itself, if at all. 


Auto production will not be cut 50 per cent as Army 
desires, certainly not voluntarily and probably not by 
O P M order for many months after 20 per cent curtail- 
ment is given a try. Auto industry insists it can handle 
defense load while turning out minimum number of 
passenger cars demanded by public. But curtailment 
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may be forced next year by rubber scarcity, and auto 
production may have to be limited to number of tires 
available. 


Oil industry will co-operate with Ickes, new co-ordina- 
tion office, at least until he makes drastic moves which 
are not in sight now. Major companies see a chance to 
win back popular favor and escape dismemberment by 
courts or legislation, while Ickes is showing better appre- 
ciation of industry conditions and problems than during 
N RA oil code days. Though a shot-gun wedding, it’s 
a nice honeymoon so far. 


New leadership in the New Deal is not developing 
and there are now fewer potential “No. 2 men” than 
ever, and no one in sight to whom Roosevelt might pass 
on his mantle. Jackson and Byrnes, frequently listed 
among presidential possibilities, are now on the Supreme 
Court, presumably out of politics permanently. A Roose- 
velt-Wallace break some 
months back is partially 
healed, but belief is Roose- 
velt would not favor Wal- 
lace in 1944. The longer 
Roosevelt stays in office 
the more completely he 
runs the show and _ the 
smaller stature his associ- 
ates show by contrast. 


Radio chains appear to be 
losing their fight to upset 
drastic F C C order cur- 
tailing their activities, and 
are now working on count- 
er proposals whereby Ad- 
ministration can save face 
and impose some _ restric- 
tions on them but which 
would permit chains to stay in business at a profit but 
with their wings clipped moderately. A compromise is 
probable, but will take time. 


Courtesy U. S. Rubber Company 


Price control legislation is drafted and awaits only a 
Presidential message to send it to Congress. This means 
a surrender of the moderates who hoped price inflation 
could be avoided by voluntary co-operation aided by 
an occasional crack-down which would set an example 
even if of doubtful legality. Leon Henderson’s 
O P A C Sis rapidly expanding to be prepared for a 
nation-wide policing job when the legislation is enacted. 


Selective service is being modified both by legislation 
and regulation to exempt more older, married, and skilled 
men, partly because Army doesn’t want older men and 
partly because of shortages of skilled workers. Machinery 
is also perfected for getting skilled workers out of the 
Army. A considerable number of key men will be saved 
to industry this way, but most important effect is in 
assuring employers they can spend time and money 
to teach skills to new employees without fear the Army 
will take them as soon as they become useful. As selec- 
tive service moves along toward its first full year, there 
are evidences that many lessons have been learned. 
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Like rubber, Defense is now a big industry in the East Indies. 
There will be no easy pickings for Japan. 


Small plants making non-defense articles are facing diffi- 
culties from material and labor shortages, and are being 
frankly told they may have to close up or get defense 
work. This is change in official attitude from former 


” 


policy of trying to have “butter” along with “guns. 
But screws are being put on big contractors to farm out 
more defense work, so many of these small plants can 
be converted and keep running. 


More capacity for everything needed for defense is now 
the prevailing attitude. This is not a eoncession to 
social-planners who want to increase living standards 
during the emergency, but a realization that we may 
need everything we have and then some for all-out 
defense effort. Sympathy is rapidly dwindling for those 
who worry about what to do with new capacities after 
the war; the Government will or can own most of 
them after the war anyway, though there is no real 
assurance they will not be operated in competition 
with private industry. 


Shortages of all basic 
commodities are just ahead, 
not only the metals so 


much in the news, but 
many chemicals and raw 
materials. Priority system 
is to be widened great- 


ly, and consumers will be 
pinched in many odd 
places, from buttons to 
anti-freeze. Word is going 
out there must be no more 
production of “gadgets,” 
meaning almost anything 
non-essential — unless they 
can be made out of cotton, 
wheat, gold, or silver, 
which seem to be about 
our only bountiful commodities. 

Transportation and power shortages may crimp many 
industries not facing material scarcities. These indus- 
tries, like the metals, have consistently claimed they 
can handle all business without Government-forced 
expansion, but it begins to appear that the mounting 
demands of defense make them wrong, adding another 
feather to the cap of the public-ownership boys who 
have been pressing for more power plants and big dams 
for years. 


Work relief is being tapered off by Administration and 
turned to defense uses as far as posssible. Supporters 
of WPA,PWA,CCC,N YA, etc., say Roosevelt has 
abandoned them. He has not publicly, but is quietly 
engineering an important shift in their size, scope, and 
direction. 


Strike-breaking by the Army is not the answer to 
defense labor stoppages, and will be repeated sparingly, 
if at all. But the Inglewood incident had a good effect 
in showing radical unions the Administration’s patience 
has a limit. Note Army did not actually take over 
plant, simply policed it briefly (Please turn to page 336) 
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How to Step Up Your Income 
With a Wide Safety Margin 


Suggested Programs for $10,000 — $25,000 — $50,000 


BY J.S. WILLIAMS 


Fa some months these columns have emphasized the 
prime importance of compromise and flexibility both in 
the conception and pursuit of any investment program 
designed to cope with present day conditions. This is a 
subject which, in the writer’s opinion, will readily bear 
repetition. Moreover, it is one which, far from being 
purely academic or theoretical, lends itself to sound rea- 
soning and practical suggestions. 

It is not intended here to convey the impression that 
compromise and flexibility are something new under the 
sun in the way of investment factors. Quite the con- 
trary. Diversification, the principles of which are doubt- 
less more or less familiar to all investors, is in the nature 
of a compromise. It is the manner in which the most ef- 
fective application of the principle of investment com- 
promise can be achieved in the face of the multiplicity of 
new conditions that have been created by the war which 


should command the serious consideration of all in- 
vestors. 

Today the investor is assailed on all sides by grave 
doubts and uncertainties—and for good and sufficient 
reasons. He reads the screaming headlines proclaiming 
new Axis gains abroad, while at home industrial strife, 
higher taxes, shortages, etc., compete for front-page 
attention. He turns to the financial page and finds his 
confused state of mind reflected in a stock market bogged 
down by sheer inertia and observes bargains in income 
going begging. He asks himself, “Why should I step in 
while the ‘big money’ stays on the sidelines”? He con- 
tinues to hold the securities he has, taking the attitude 
that in the circumstances one stock or bond is about as 
good as another. Funds which normally would be in- 
vested are allowed to accumulate in bank accounts 
where they earn little or nothing. To many investors 

this sort of procedure may be accept- 





A Compromise Investment Program for $50,000 





Recent 

rice Income 
SRB esos scSeaiorecsyioessecsdetesteaseeses ae oe 
3 M Cleveland Union Terminal 5's, 1973....... 77 150 
3 M Southern Pacific-Oregon Lines 44's, 1977.. 55 135 
3 M Seuthern Rwy. Dev. & Gen. 61's, 1956... . 87 195 
3 M Pere Marquette 5's, 1956................ 77 150 
3M American & Foreign Power 5's, 2030...... 56 150 
25 shs. Republic Steel 6% “A” Pid............. 87 150 

25 shs. Consolidated Ciger 644% Prior Pid........ 95 162.50 
50 shs. Chicago Pneumatic Tool $3 Cr. Pfd........ 41 150 
50 shs. Curtiss-Wright A $2.................... 28 100 
50 shs, Lone Ster Cement, common ($3.50)....... 41 175 
50 shs, May Department Stores ($3)............. 53 150 
50 shs. Freeport Sulphur ($2)................... 36 100 

$1,767.50 


Annual yield on $50,000 would be 3.54%. Figures in parenthes indicate dividends paid in 1940. 


able compromise, but it is certainly not 
the most effective. 

Criticism of such a “do nothing” pol- 
icy is not intended to imply that it is 





sess Amount Wholly wrong, nor by implication is the 
$25,000 Investor urged to cast all caution to the 
6.49 2,310 Winds in favor of sheer boldness. Only 
8.18 1,680 a fool or reckless gambler would risk 
7.47 2,610 all of his capital on an all-out common 
6.49 2,310 stock program now, however strong the 
“—e 1680 conviction might be that present 
— 24175 prices offered rare bargains. ‘ But it 
mF Fn would be almost as dangerous to pur- 
iad nan sue a static course. Investment negli- 
9.54 2,050 gence can be as costly as ill-considered 
5.66 2,650 speculation. 
5.56 1,800 Moreover, among investors, those 
$30,060 Who can afford to allow their capital 


to remain idle for any extended period, 
waiting for the time when doubts give 
way to confidence, are a decided min- 
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ority. The majority are faced with the practical neces- 
sity of employing their capital as efficiently as possible in 
terms of dependable income. Unless these investors are 
willing to spend their capital rather than invest it, cash in 
the bank is of scant aid in meeting income requirements. 

Equally ineffective is the policy of holding securities 
which might otherwise be supplanted to advantage 
merely because the sale of such issues would entail the 
acceptance of a loss. Such a shortsighted attitude is to 
be deplored in normal times; but even more so in the 
present setting when the status of many issues, common 
stocks particularly, has been materially altered by such 
factors as tax liabilities, raw material shortages, rising 
costs, etc. Now, if ever, investment portfolios should 
be carefully scrutinized and overhauled to mitigate the 
selectively unfavorable effects of a war economy and to 
take advantage of those situations favored by war and 
defense. 

With this in mind, doubtless the first thought which 
will occur to many investors is the possible contingency 
of an early and sudden cessation of the war. The argu- 
ments as to whether the war is rapidly approaching a 
climax or whether it will be prolonged indefinitely are 
not immediately germane to this discussion. It can 
safely be assumed, however, that in the event of an 
early peace (a possibility likely only in the event of a 
Nazi victory), our own defense program will not be 
brought to a sudden halt, with all industry rapidly re- 
verting to a peace-time economy. 

Moreover, there is nothing to be 





In other words, these generous yields do not re- 
flect so much the insecurity of dividends, which would 
be the case under more normal conditions, as they do 


costs. 


the lack of investor confidence. But, for the sake 
of argument, suppose dividends are pared as the conse- 
quence of one contingency or another. Many good com- 
mon stock issues would still afford a satisfactory yield— 
even if dividends over the next year or more were no 
larger than they were in 1932, at the depth of the de- 
pression. Not a few of these issues have a record of con- 
tinuous dividend payments going back ten, fifteen, 
twenty years and longer. 

Granted that past records and precedent cannot be 
relied upon implicitly, at the same time there is certainly, 
no basis at present for assuming that whatever lies ahead 
holds graver dangers to corporate earnings and dividends 
than did the conditions of the past decade, and longer. 
Therefore, and unless the investor has a deeply rooted’ 
conviction that capitalism and the profits system as we 
know it in the United States will not survive the strain 
of World War II, he should “stay on the job” and deter-: 
mine the manner in which he can avail himself of current’ 
common stock prices to best advantage. 

Continuing to bear in mind, however, .the principle of 
compromise, it is to be pointed out that the scope of 
choice in selecting attractive income securities is by no 
means limited to common stocks. Selected bonds and 
preferred stocks, of medium grade calibre, are available 
on a better-than-average yield (Please turn to page 332) 





gained by attempting to justify or 
glamorize a particular stock on the 
strength of its “long term” promise. 
Investment is not a science and the 


Medium Grade Investment Bonds for $10,000 





: P Recent Current 

future is not predictable. Hence, to Price Income Yield % Amount 
classify certain stock investments un- 2 M Certainteed Products 51's, 1948........... 87 110 6.32 $1,740 
der the ambiguity of long term invest- — ¢ M Baltimore & Ohio 1st 4's, 1948........... 64 se 62s 1,280 
ments is an extremely dubious proce- 9 4 United Light & Power 6's, 1975........... 100 120 6.00 2,000 
dure. Any soundly conceived in vest- 2 M Kansas City Southern 5's, 1950... FESS EE 73 100 6.85 1,460 
ment program naturally seeks to ANLi- 5 4 Unted Doug 5's, 1953............. a aaa nee “nie 
pants the en : and . safegua rd 2 M Louisiana & Arkansas 5's, 1969. ... < 88 100 5.68 1,760 
against the contingencies of tomorrow. Bie: 

But however logical the methods em- $610 $9,980 


ployed may seem today, it is fallacious 
to assume that they will suffice in- 
definitely, come hell or high water. 

In short, the successful investor to- 


Annual yield 6.1' 


Selected Income Preferred and 


Common Stocks 
for $25,000 








av _ » a realist ; ¢ Bs Recent Current 
d <a na ¥ sags 1 —. — an ye saan Baial Sh gaia 
ortunist, alert to new developments 
I aie ere 25 shs. Pure Oil 6% Phd... 100 150 6.00 $2,500 
threatening any phase of his security 
. 50 shs. Radio Corp. $3.50 Pfd.. ei 50 175 7.00 2,500 
program, as well as receptive to the 
obvious inducements offered by various 29 ** Allied Stores 5% Pf - an — aia 
classes of securities from time to time. — 25 #h# Continental Baking 87% Pfd. -™ — —_ 7 
At the present time the investor is 25 shs. American Sugar Ref. 7% Ptd. 90 175 7.78 2,250 
offered a wide choice of common stocks 100 shs. Dresser Mfg. ($2). 22 200 9.09 2,200 
—good common stocks—available at — 100 shs. S. H. Kress ($1.60)... .. 25 160 6.40 2,500 
prices to yield around 614 and 7 per 100 shs. General Telephone ($1.60). 20 160 8.00 2,000 
cent. Second grade common stocks __ 50 shs. Caterpillar Tractor ($2) 46 100 4.35 2,300 
are available to yield up to 10 per cent. 56 shs. Texas Gulf Sulphur ($2)... 36 100 5.56 1,800 
Moreover, in the great majority ; of 60 shs. General Foods ($2) ae ee 36 120 5.56 2,160 
cases, these yields are afforded by divi- — 
dends which are being earned by a $1,468 Saqeee 
ma rgin sufficiently wide to make rather Annual yield 6.7%. Figures in parentheses indicate dividends paid in 1940. 
generous allowance for higher taxes and 
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“We have met to consult together regarding our own 
pressing problems. We covet nothing anywhere in the 
world. We are free from the spirit of enmity toward any 
nation.’—Secretary Cordell Hull, Havana Conference. 


eax we want most in Latin America is, to put it 
briefly, her genuine cooperation in whatever steps may 
be required to keep the totalitarian powers, Germany, 
Italy and Japan, from getting a foothold in the Western 
Hemisphere. Too, since the defense of the Americas is 
by far our most important problem at present, we want 
to be sure that we can rely upon Latin American re- 
sources to round out our national defense position. 

We on our part have come to realize that Hemisphere 
cooperation may demand from us sacrifices even greater 
than those we ask of Latin America. For this reason we 


Unele 
In 


= CAN 


wouldn’t like to feel that 
our cooperation with Central 
and South America is a sort 
of horse trade, loyalty bought 
at the price of economic hand- 
outs. Nor, even if we recog- 
nize the force of self-interest, would we like to see our- 
selves played against the totalitarian powers by some of 
our South American neighbors. 

In the last analysis, to obtain the sincere cooperation 
of Latin American nations we have to convince them 
that their ultimate self-interest can be made to coincide 
with ours, and that whatever basic move is made in the 
Western Hemisphere will be made with their approval 
and without endangering their sovereignty. In trying to 
convince Latin Americans that they should adhere to our 
way of life, to political liberalism and to the principles of 
non-discrimination in trade, we unfortunately find our- 
selves handicapped by our past attitudes and actions 
which have strengthened the suspicions of the naturally 
skeptical Latin mind. 

To begin with, our past policies, such as the Monroe 
Doctrine, have been unilateral. Up to 1933, when the 





DISTRIBUTION OF LATIN AMERICAN TRADE 


(in per cent) 





Exports To Imports From 

Year U.S. U.K. Germany France Italy Japan Others Year U.S. U.K. Germany France Italy Japan Others 
1910.... 35 21 11 8 1 a 24 1910.. heehee 24 26 16 8 5 - 21 
1913... 31 21 12 8 2 26 |_| A ae eee 25 24 17 8 5 - 21 
a ; 34 18 8 6 3 = 31 Ea 39 15 11 5 5 1 24 
rss aiec 32 20 7 7 3 - 31 ar 32 16 9 5 5 1 32 
PE ae 33 19 8 5 2 1 32 1985.... hie 32 15 13 4 3 4 29 
BRAS Sa. carina" 33 19 8 5 2 2 31 See 32 14 15 3 2 3 31 
PG eiiae sac 31 18 9 4a 3 : 33 ae ae 34 13 15 3 2 3 30 
1938.. ; 31 16 10 4 2 1 36 S708......:. one 36 12 17 S 3 3 25 
1939... 35 16 6 4 1 2 36 1939.... atecet’ 40 11 13 a 2 3 27 
1940.. pats 44 1 ME ac hics-c5-kay 53 1 
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Sam’s Goal 


Latin America 


IT BE ACHIEVED? 


By V. L. HOROTH 


“Good Neighbor Policy” was launched, our approach to 
Latin American problems in the field of economics or of 
politics too often smacked of interventionism and im- 
perialism. On their side, the Latin Americans, being 
economically backward and having a kind of semi-col- 
onial status in relation to industrial countries, have de- 
veloped suspicions of almost any outside interest. In 
this respect, the subject of our bases on the South 
American Continent is especially regarded by many as 
a new form of interventionism. 


Axis Propaganda in Latin America 


In their propaganda, the Nazis and Fascists in Latin 
America naturally exploit our past “misdeeds” and mis- 
conceptions. Against our talk of cooperation and soli- 
darity, they stress the hard logic of a remark made by a 
Chilean delegate in Havana, that freedom is of no avail 
if you can’t sell your crops. Since the Germans and 
Italians are economic have-nots in comparison to the 
United States or the British, the Nazis and Fascists have 
found considerable response in Latin America, especially 
in those countries that were hard hit by the loss of Con- 
tinental trade. 

But we can skillfully turn this propaganda against the 
Nazis and the Fascists by exposing their kind of “im- 
perialism” as developed in Poland and in other Continen- 
tal countries. We can point out to Latin American na- 
tions that in exchange for the temporary advantage of 
a market for their products. German technicians would 
organize them into such efficient producers of industrial 
raw materials and foodstuffs that they could never hope 
to develop from their status of semi-colonial economies 
into industrialized states. We have.to make it clear to 
them that they can escape this German economic im- 
perialism only by expanding and diversifying their pres- 
ent industries. They have already learned from their 
experience with the 1932 and 1938 depressions that only 
through industrialization and through expansion of their 
markets, can they mitigate the shock to their economies 
that are still-dependent to a large extent upon a few 
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crops or industrial raw materials. They undoubtedly 
know also that only through industrialization can their 
purchasing power be raised and their standard of living 
improved. 

Remembering that Western Hemisphere cooperation 
can be on solid ground only if the self-interest of each 
nation concerned is respected, we have to demonstrate 
to Latin America that we are as much interested in her 
well-being as in our own, and this can be done only by 
following up arguments with actions. In order to stress 
the contrast between our own brand of “imperialism” 
and that of the Nazis, we have to show Latin American 
countries that we are not opposed to their industrializa- 
tion but that we favor it and that we are especially in- 
terested in the broadening of their internal markets 
through the promotion of intra-Latin American trade, 
even at the expense of our own exports. As a matter of 
fact, our loss of exports would be only temporary, for the 
broadening of Latin American trade and the increasing 
of purchasing power would eventually create a market for 
different products, as has happened in the case of Canada. 

While the problem of building up closer economic rela- 
tions among the nations of the Western Hemisphere is 
truly stupendous, it can be simplified if it is approached 
from the viewpoint of relations already existing with 
the United States. Two aspects may be recognized. 
The temporary one consists chiefly of the alleviation of 
the distress in which Latin American countries have 
found themselves as a result of the loss of European 
markets. The long range one is concerned primarily 
with industrialization, improvement of communication, 
and the development of two-way trade between Latin 
America and the United States. 

Economic collaboration with the countries of the north- 
ern “quarter-sphere,” Mexico, Central America and the 
Caribbean republics and with Venezuela, Colombia and 
Ecuador do not present particular difficulties. Their 


products, such as bananas, coffee, cocoa and certain non- 
ferrous metals, are mainly tropical and consequently non- 
competitive. Even prior to the present war from 50 to 
80 per cent of the trade of the countries included in this 
group was with the United States. As will be seen from 
the accompanying table on the trade of Latin American 
countries in the 1937-40 period, it has been easier for 
these countries to readjust themselves to the war in 
Europe than for most South American nations. Increased 
civilian consumption in the United States and our de- 
fense requirements have gone a long way toward off- 
setting their loss of European markets. Haiti, Costa Rica 
and Guatemala, which used to sell the bulk of their 
coffee on the Continent, as well as Cuba, which was 
affected by the British policy of buying sugar within the 
British Empire, appear to be about the worst sufferers. 
The United States purchases of this group of countries 
increased to about 70 per cent in 1940, with Honduras 
leading, while their sales to us averaged almost 80 per 
cent, with Honduras ahead with about 96 per cent. 

The obstacles in the path of Hemisphere economic 
collaboration are far greater in the case of nations of 
the southern “quarter-sphere” which normally gravitated 
toward Europe. This explains why the loss of European 
markets led to definite reduction of their purchasing 
power, and it is reflected in the figures for their imports 
in 1940. In recent months, however, our heavy imports 
of non-ferrous metals, nitrates and other industrial mate- 
rials, on account of national defense, have already stim- 
ulated production and trade in Chile, Peru ‘and Bolivia 
to a greater extent than is indicated by the table. Brazil 
too is profiting from our increased domestic consumption 
of vegetable oils, cocoa, hides and coffee. However, the 
disposal of cotton, Brazil’s second cash export crop con- 
tinues to remain her problem. The problem of major 
help to Latin America narrows down to Uruguay and 
Argentina. Of all the Latin (Please turn to page 335) 





Trade of Latin America in 1937-1940 


(All Figures in Millions of Dollars) 


Imports from U. S. 





Exports to U. S. 
Gg 








0 @ /o @ 

1940 Total 1940 Total 1937 

Honduras......... 9 96 6 63 10 
Nicaragua............ 9 93 6 85 7 
Guatemala........... 11 91 10 74 16 
Mexico(9 mo.)...... 133 90 70 76 248 
Panama (6 mo.)....... 3 87 7 64 9 
RE ee 105 82 81 78 186 
El Salvador............ 9 75 a a 16 
Colombie............ 66 70 63 74 104 
Costa Rica........... 4 61 12 75 12 
| SE ee 3 52 6 73 9 
Dominican Rep. (16 mo.) 5 20 5 61 18 
Venezuela (6 mo.).... 26 19 37 67 254 
Ecuador........ a 7 60 14 
Total 383 68 310 78 903 

Chile 84 58 50 48 192 
ree 28 43 27 53 93 
See 112 42 130 52 350 
RN ies dso 'kb-6 50 17 29 6 16 78 
Bolivia (6 mo.)........ 5 20 5 42 46 
NN < Lie ub ohne 2 21 2 21 9 
Argentina............ 75 18 75 29 757 
SEE 323 33 295 41 1,525 
Grand Total L. A...... 706 aa 605 53 2,428 


e—Partly estimated. a—Not available at present. 


-———Total Exports 
(Full Year) 
1938 1939 





——_————— Total Imports——_—_—_ — 


(Full Year) 
1938 1939 

















1940 1937 1940 
9 10 10 10 9 10 10 

6 8 8e 6 5 6 Te 
16 17 12 18 18 15 13 

167 163 200e 170 * 410 121 125e 

7 7 Te 22 18 20 15e 
143 148 127 129 106 106 104 
11 13 12 10 9 8 8 
91 401 95 96 89 104 84 
10 9 7 12 12 13 16 
7 3 6 9 8 8 8 
14 19 1s 12 1 11 10 

274 295 278e 90 % 101 110e 
12 "1 "1 11 10 10 11 
767 809 791 595 501 533 521 
139 136 144 88 103 85 104 
77 72 66 60 59 48 52 
296 305 264 334 294 261 250 
54 51 58 64 42 32 39 
35 44 54 22 24 23 24 
8 8 6 9 8 8 g 
422 424 428 482 428 337 259 
1,031 1,040 1,020 1,059 958 7194 736 
1,798 1,849 1,811 1,654 1,459 1,327 1,257 
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STEELS 


CURRENT BOOM STAGE 
OF THE STEEL CYCLE 
IS TEMPERED BY HIGH 
TAXES AND COSTS 


BY GEORGE W. MATHIS 


Was is one of the greatest dislocators of normal- 
ity in industry, and this is most apparent in the 
case of steel. Under peace conditions it is some- 
times possible to obtain an unknown factor from 
the addition of those factors which are known, 
but in times such as we are now experiencing the 
difficulties of accurate appraisal multiply greatl¥. 
For instance, in previous times of intense industrial ac- 
tivity which resulted in steel production rising—and 
holding—at close to the utmost capacity of the industry, 
princely profits would be a foregone conclusion as would 
be ever-mounting prices for finished steels, basic raw 
materials and labor. Right at this minute, the nation’s 
steel mills, both great and small, are turning out prac- 
tically every pound of steel possible but selling prices 
are being held in check by the Government, even though 
raw material costs are moving upward in step with 
wages. If by some chance a steel company is able to 
cope with these increases so efficiently that a profit 
accrues, the net income after all taxes may be no larger 
than was possible when only half of the present amount 
of steel was being made and sold at approximately the 
same price as today. 

It is these same war conditions that make all com- 
parisons of the steel industry as it is today with any 
previous period—including that of the last war—not 
particularly significant. The military need for steel dur- 
ing the earlier conflict was relatively small. It was 
needed only for ordnance, relatively light plates for the 
construction of destroyers and cargo vessels and a com- 
paratively small amount of ammunition, etc. Under 
current greater mechanization, many military items take 
great quantities of heavy steels, as witness the large 
number of tanks, heavy battleships, far more cannons 
for air defense, numerous destroyers and submarines, 
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aerial bombs, high calibre shells and the vast number 
of other items made necessary by the revolutions which 
have occurred in the manner of making war. And in 
addition to these, their number and newness have made 
necessary the construction of many additional manu- 
facturing plants and their equipment, the construction 
and maintenance of many new military and naval bases 
and other defense works. All of these things require 
steel—in ever increasing quantities—from an industry 
that is already operating at top speed in order to supply 
only the beginning of the program. 

The armament program thus is only in its initial stages 
in this country and already, steel production has passed 
that of the peak year 1929 by more than 6 per cent and 
the output is climbing as more facilities become avail- 
able. For instance, in the first half of 1941 it is probable 
that the steel industry will have produced approximately 
41,000,000 net tons as compared with an estimated pro- 
duction capacity of 81,000,000 net tons yearly and in 
spite of a coal strike which is estimated to have re- 
sulted in a loss of 750,000 tons output during the short 
period in which it was effective. This will, by far, out- 
strip any previous six months production record and, 
moreover, is larger than the total output in six of the 
past 10 years. And there is no letdown in immediate 
sight, for it is conceded that steel production will con- 
tinue at peak levels as long as the war lasts. 

The production capacity of the steel industry is a 
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73,000,000 in 1929 and 44,452,000 tons 
at the beginning of 1915. When this 
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expansion has been achieved, it is un- 
likely that any further gains in output 
capacity will be undertaken, for at the 
estimated 1941 level, the steel industry 





will have twice as much production ca- 
pacity as the country’s normal indicated 
consuming ability. Of course, the Goy- 








ernment may take it upon itself to con- 
struct its own steel mills to furnish ca- 
pacity in excess of that provided by the 
steel industry, for a precedent has al- 
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ready been set in the manufacture of 
explosives and armament where govern- 
ment owned and constructed plants are 
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now operating under civilian manage- 
ment. If so, the future employment of 
such publicly owned steel making fa- 
cilities will further complicate the al- 
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ready uncertain outlook for the nation’s 
leading industry after the war. 











subject of controversy between the industry itself and 
the Government. Many officials believe that steel pro- 
duction capacity should be expanded anywhere from 
5 per cent to 12 per cent although the Government’s 
own expert on the subject has not been any too certain 
of his figures, as may be seen in the first and second 
Gano Dunn reports. The latest report indicates a pos- 
sible steel shortage of 6,400,000 tons in 1942 after a 
shortage of 1,400,000 tons this year. But more im- 
portant is the fact that these sizable shortages are based 
upon an academic expectation of a considerable increase 
in the need for steel for civilian use and would in no- 
wise prevent defense industries from obtaining all the 
steel required, even should the present pace of defense 
production be tripled. Priorities should—and probably 
will—see to it that the armament and munitions makers 
get all of the steel needed. The esti- 





Coal and iron ore are the two prime 
raw material requisites for the manu- 
facture of steel. Both of these commodities are avail- 
able to us in unlimited quantities, although their trans- 
portation is a grave problem. Both ships and railroad 
cars are necessary to obtain adequate supplies and while 
the ships are available, the railroad cars may constitute 
a later obstruction. This is, however, a matter for 
future consideration, although the cost of operating the 
boats and the cars is rising (mostly wages) and will 
thus add to the expense of coal and ore which are fre- 
quently obtained from company-owned mines. One 
basic commodity which has helped to hold steel costs 
down is scrap steel and iron. This material has cus- 
tomarily made up for a certain quantity of virgin iron 
omitted in the manufacture of steel. While scrap can 
be reduced to a certain minimum in a batch, some must 
be included. Meanwhile, it is already scarce and grow- 





mated shortage of steel is based in most 
part on estimated increased civilian con- 
sumer buying power. It is highly 
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doubtful if the last premise is well ia 


founded, for taxes and patriotic invest- 
ment in defense loans will take care of 
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much of that part of civilian incomes 60 
that higher living costs do not get first. 
Nevertheless, the steel industry is go- 
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ing ahead with expansion plans despite’ 
the fact that managements are not hope- 
ful of employing the vastly augmented 
production facilities after the emergency 
has passed. Last year (1940) the steel 
industry as a whole, added some 2,500,- 
00 tons to its rated ingot production 
capacity and at the beginning of the 
present year the addition of some 3,- 
400,000 tons more was under way. In 
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other words, at the close of this year, 
the steel industry should have the ability 
to produce about 87,500,000 tons of 
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steel ingots yearly as compared with 
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ing scarcer daily. The price of scrap 
is not critical to the steel makers 
since it has already been “fixed” by 
the Government. But present vis- 
ible supplies are inadequate, al- 
though a more diligent search for 
scrap iron and steel might result 
from somewhat better prices for this 
material. 

There has been considerable talk, 
official and otherwise, of shifting the 
operating centers of the steel indus- 
try. This is particularly true of the 
West Coast where comparatively 
little steel production capacity ex- 
ists. Without adequate and cheap 
water transportation, such a move 
will be impractical, as it will be neces- 
sary to transport both coal and iron 
ore over relatively long distances and 
thus place a heavy handicap on any 
steel producer operating west of the 
Rockies. As it is now, the greatest 
steel centers are where scrap, iron ore 
and coal are available cheaply and 
these centers are not likely to change as long as the 
favorable conditions continue. With a large volume of 
shipbuilding’ and--other activities which require steel 
under way in the South, however, the Birmingham, 
Alabama, district should show the greatest relative 
growth during the war period although here too, the 
future—after the war—is hard to predict. 

No particular type of finished steel is favored above all 
others in the present emergency. True, heavy lines such 
as shapes, forms, great castings and the like are in the 
best demand for over a decade, but they constitute the 
smaller part of the steel industry’s finished steel capacity 
as far as tonnage output is concerned. War has changed 
the relative importance of individual consumers, so that 
previous experience no longer’ applies. Take, for in- 
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Photo Courtesy Republic Steel Corp. 
A large part of the iron ore used in American steel mills comes from the Lake Superior 
region. This photograph shows an open pit mine in the Mesaba Range. 





stance, the railroad industry. As recently as 1927, the 
railroads consumed nearly 19 per cent of all the finished 
steel produced, while automobiles took only slightly more 
than 13 percent. In 1939—the last peace year—automo- 
biles required about 18 per cent of the total finished steel 
as compared with only a little more than 9 per cent for 
the rails. This year, with the production of civilian cars 
curtailed, the proportion of the whole finished steel out- 
put consumed will be less, while in view of the hasty 
and voluminous expansion program of the railroads and 
equipment makers, they will probably take something 
like their old proportion. The demand for light rolled 
products from civilian manufacturers may be forced to 
decline, but this will be compensated for by adjusting 
present equipment to rolling (Please turn to page 331) 





Present and Anticipated Annual Steel Tonnage Production 
Capacity of Leading Steel Manufacturers 











Capacity Comparison Total 
Company 1940 1941 Tons COMMENT 
Allan Wood Steel... 739,000 NR 739,000 No alloys are made. Open hearth steel is major product 
Allegheny Ludlum 433,000 75,000 508,000 New capacity mostly electric furnace steel for alloys. 
American Rolling Mills 3,030,000 200,000 3,230,000 Additions mostly to open hearth steel capacity. 
Bethlehem Steel. . 11,850,000 850,000 12,700,C00 New capacity decreases lead of U. S. Steel. 
Carpenter Steel... 52,000 NR 52,000 All capacity is in alloy steels. 
Colorado Fuel & Iron 1,131,000 NR 1,131,000 Company is adding 245,000 tons of pig iron capacity 
Continental Steel 364,000 NR 364,000 Makes only open hearth steel. 
Copperweld Steel 66,000 66,000 132,000 Will double company’s electric stee! output. 
Crucible Steel 1,056,000 30,000 1,086,000 Adds about 10% to alloy output. 
Granite City Steel 403,000 NR 403,000 Coke production capacity being increased by 552,000 tons. 
Inland Steel. . 3,300,000 100,000 3,400,000 Makes only open hearth steel. 
Jones & Laughlin 3,944,000 NR 3,944,000 Is adding over 550,000 tons to coke production facilities 
Midvale Co..... 306,000 133,000 439,000 Mostly needed for ment and iti work. 
National Steel 3,580,000 448,000 4,028,000 New additions mostly open hearth needed for high rolling capacity 
Otis Steel 977,000 NR 977,000 Electric furnace capacity will be expanded later. 
Republic Steel 8,000,000 200,000 8,200,000 Most capacity recently installed. New additions are to open hearth facilities. 
Rustless Iron & Steel 75,000 25,000 100,000 Company only makes alloy steels. 
U.S, Steel 29,720,000 100,000 29,820,000 Alll of the increase will be in electric furnace steels. 
Wheeling Steel. . 1,960,000 NR 1,960,000 As an auto part maker shifting markets make additions currently unnecessary 
Youngstown Sheet & Tube 3,494,000 375,000 3,869,000 Actually, 451,000 tons of new open hearth capacity will be added but 
75,000 tons of b will be di tled 
The Steel Industry 84,152,000 3,397,000 87,549,000 These are only early reported figures. More tonnage will probably be 


NR -Not Reported, 


added later. 
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Evaluating Farm Equipment Stocks 


n Today's Crisis 
In Today 


BY ROGER CARLSON 


Wraes farm incomes are on the rise, farm implement 
sales follow in the same trend. This is true today, 
although the pace of the increase in farm-equipment 
sales is materially being assisted by rising shortages of 
farm labor brought on by the inroads of selective service 
and the strong drift of able bodied workers from the farm 
areas to industrial centers for defense work. Current 
estimates place the increase of farm equipment sales for 
the 1940-1941 fiscal period at 20 per cent to 25 per cent 
1939-1940 levels. This business, if achieved, 
And 1937 


above 
would be close to 1937 fiscal year results. 
results were an all-time-high record. 

Since farm income is such a strong factor in determin- 
ing probable farm implement sales, the fact that such 
cash income is now running at the rate of $10 billion 
yearly, as compared with about $9.1 billion in 1940, 
would logically account for an increase of 10 per cent 
or more in agricultural equipment sales by itself. How- 
ever, there are other factors which probably will assure 
the attainment of the estimated increase. The number 
of work animals on the farms is declining at the rate of 
approximately 2.2 per cent yearly. Conversely, the 


308 





number of tractors in use on domestic farms has been 
increasing more rapidly. As a case in point, it Is esti- 
mated that there were 1,700,000 tractors of all kinds 
operating in farm service last year, as compared with 
less than half that number in 1929. This prevails in 
spite of the fact that the intervening period was one of 
the worst in our history from the standpoint of consumer 
buying power. While the average increase in tractor 
purchases by the farmer has been approximately 10 per 
cent yearly, there is a considerable unsupplied demand 
that will be crystallized by the receipt of better-than- 
previous incomes and the necessity of operating less and 
less with manual assistance. 

The demand for tractors has been assisted by the intro- 
duction of the general purpose machine. This type now 
represents approximately half of the tractors in service. 
The farmer preference for the general purpose machine 
is based on the increasingly moderate cost and the 
increased efficiency of application to farm laber prob- 
Jems. For instance, last year of the 238,973 tractors 
estimated to have been sold in this country, almost 
206,000 were of the all-purpose type, while 16,154 were 
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“track” types used mostly for very heavy duty. The 
remainder were very small tractors used mainly for 
truck gardens and similar purposes. The large tractors 
are in good demand by the Army and for defense works, 
but it will be the small tractor that will furnish the farm 
implement industry with the bulk of its nearer term 
sales. 


Few Special War Orders 


The farm implement industry is one of the very few 
in this country which has regular products fitting in 
closely with defense efforts, so it is understandable that 
up until the present time, Government orders, as dis- 
tinct from the regular course of business, have not re- 
ceived any prominent mention. Undeniably, consider- 
able Government work is being undertaken, but the 
products which must be custom built to Government 
specifications are very few in comparison with the num- 
ber of stock products that fit into Government require- 
ments without any real alterations. Hence, the only 
one of the farm equipment makers that is reporting siz- 
able Government orders is International Harvester Co. 
and that mostly because the company manufactures a 
line of commercial trucks in addition to its farm equip- 
ment and its product is particularly adaptable to Gov- 
ernment needs. Besides creating a military demand for 
some of the farm equipment companies’ output, the 
Government is sponsoring increased production of prac- 
tically all crops and is stimulating the demand by well- 
maintained prices for commodities. Since additional 
farm equipment will materially assist the farmer to over- 
come increasing labor shortages, farmer equipment buy- 
ing is encouraged. 

Last April marked the end of the first six months 
of the farm equipment fiscal year and the industry cele- 
brated the event by reporting an increase of approxi- 
mately 20 per cent in sales for the period. Undoubtedly, 
some part of this sales increase represented some stock- 
ing on the part of dealers, but the increase in dealer in- 
ventories did no particular harm since it 


real difficulties will be experienced in obtaining ample 
supplies of these necessities. For some time past, the 
farm equipment manufacturers have been resisting de- 
mands of organized labor for higher wages on the plea 
that such increases would result in higher equipment 


prices to the farmer. With farmer income on the rise 
and the farmer’s ability to pay more for his new equip- 
ment improving daily, there is no longer any valid reason 
why he should not pay higher for his purchases and thus, 
an increase in wages and selling prices are likely. The 
higher selling prices will not, however, be effective until 
after the close of the present fiscal year, while wage in- 
creases have already begun to become apparent. Steel 
costs have not as yet increased but here, too, the recent 
10 per cent increase in steel wages plus higher coal and 
transportation costs will soon be reflected in higher farm 
implement material costs, which must, in all justice, be 
at least partly absorbed by the ultimate consumer. 
Other than steel, raw materials in the farm equipment 
industry are of relatively small proportions. 

Higher farm income means other things to the farm 
equipment manufacturer than an increase in implement 
sales. It means that collections on accounts payable also 
improve. In common with most of our other durable 
consumer goods, farm equipment is largely sold on in- 
stallment payments. The normal credit period extended 
is between 12 and 18 months. The manufacturers cus- 
tomarily extend long intermediate credit to their dealers 
which accounts for the relatively large proportion of ac- 
counts receivable in current assets and partly accounts 
for net income increases lagging behind the volume of 
increased sales. Although over the longer term, credit 
losses have generally been small, in more recent years 
the manufacturers have been setting up adequate re- 
serves for such losses and are thus protected. 

Possibly record high sales of farm equipment will not 
automatically result in similarly record high net earnings. 
Higher material costs, increased wages and, above all, 
much higher taxes will all prevent the accumulation of 
net income in relation to the volume of sales. Due to the 





served to even the flow of equipment 
from the factories to the farms and as- 





sured the maintenance of retail selling 
prices over a longer period of time. 


WEEKLY 





That the equipment sellers and manu- 
facturers were asked by the Govern- 
ment not to raise prices during the same 
period is of no longer-term importance, 
for prices are almost bound to be higher 
at a later date because of rising material 
and labor costs. This, however, should 
not affect sales volumes, due to better 
consumer buying power which has been 
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assured by liberal government subsidies, 
loans and better commodity prices. The 
current prospect is for even higher vol- 








ume of equipment sales regardless of 
prices to come. 
Undoubtedly, the farm equipment 

















manufacturers will experience an in- 


labor, although because of the need for 
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their products it is not probable that any 
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fact that most of the farm equipment makers operate on 
a fiscal year which ends on October 31, the industry with 
only minor exceptions, managed to avoid the full effects 
of the 1940 income tax revisions. It will, however, be 
subject to them this year and earnings will therefore be 
reduced in proportion to the increase in taxes. Then 
too, in certain cases—Allis-Chalmers for instance— 
higher labor rates are already in effect and as yet selling 
prices have not permitted a compensating offset. Never- 
theless, despite all of these factors, the sharply higher 
volume of sales is expected to result in some increase in 
net earnings which should, in most instances, raise 
company earnings moderately above those of a year 
ago. But, the prospect of a re-attainment of 1937 earn- 
ings is remote. 

Exports of farm equipment—mostly tractors—reached 
an estimated total of $76.9 million in 1940 as compared 
with $68.1 million in 1939 and total farm equipment 
sales of about $515 million for the later year. Exports 
in 1940 were higher than in any years since 1931, al- 
though as compared with pre-depression years, they 
were not overly large. Operations of the Lease-Lend Act 
and the scarcity of shipping space to countries other 
than England have complicated the farm equipment ex- 
port situation to a point where any estimate of 1941 
volume is almost impossible. If the material can be 


shipped, there is no doubt that the demand is there, 
for the United States is the only major machinery manu- 
facturing nation that is still able to export part of its 
output. 


Farm income has little to do with the volume 





of farm equipment exports, especially a times like the 
present, and the nature of the most desirable articles de- 
pends closely upon rapidly changing conditions abroad. 
Currently, heavy work tractors are among the greatest 
needs of Great Britain while Canada and other agricul- 
tural countries are mostly interested in smaller machines 
and all-purpose tools. A decline in export volume, how- 
ever, will not have any appreciable effect upon total sales 
of the industry since the domestic markets are able and 
willing to absorb any available quantity of machines 
both for military and more normal purposes. 

While the agricultural implement manufacturnig indus- 
try has not been in receipt of large volumes of original 
Government defense orders, it is nevertheless participat- 
ing to a greater than evident extent through the ac- 
ceptance of subcontracts for military materials. Since 
subcontracts are a private transaction between the orig- 
inal contractor and the subcontractor there is no pub- 
licly released statement as to the number and value of 
them. Only infrequently is some inkling gained of such 
activities and these admissions serve only to indicate 
their presence and no other information. At a later date, 
when subcontracting becomes mandatory for the larger 
manufacturers who are not able speedily to complete 
their obligations unaided, more details will be made 
public. In the meantime, we must accept the word of 
those who should be well aware of conditions in the in- 
dustry, that even now the volume of business sub- 
contracted to the agricultural equipment manufacturers 
is large and is increasing daily. (Please turn to page 331) 





Average Prices Received by Producers 
for Various Farm Products in 
1941 — 1932 — 1929 
in Comparable Periods 


1941 1932 1929 
Commodity (Cents) (Cents) (Cents) 
MOG URED. 5 ass 5155p desis op ot 35.2 22.8 42.5 
oo pal 78 nr einieiae 44.9 37.1 52.6 
Buckwheat (Bu.) .......... 56.7 41.4 94.7 
SPRUNG)  o)s!esc!eie's: 0 pic:e'e 10.5 5.2 17.9 
INE PAIN) opis: o 5 c\(ata'ors wise oo 106.0 79.2 153.1 
Potatoes (6u:) .....0.6cc0e 57.6 46.4 64.0 
PRON PNG) oho inin.o.sGieinie's oie 97.8 64.0 129.8 
BOOMS GEW ULDL) ooo ciccecsi 3:7 2.0 6.8 
oS aac 3.6 1.9 5.1 
|S PO AA AU Pee Re 1.9 1.4 2.5 
ee re 19.7 10.2 26.1 
a ee are 76.0 43.1 86.8 
MNT ois 0% 99:0 8G 905 46.5 36.6 75.7 
SP PMDMD, Sy cots serch els els pahess 62.0 31.4 86.9 
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Six Bargains in Dividends 


BENDIX AVIATION CORP. 
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BUSINESS: Despite the corporate name, Bendix Aviation Corp. has 
been more concerned with automotive supplies until the outset of our 
defense program. The self starter is one of the company's most widely 
known automotive devices although it also manufactures brakes, clutch 
controls and the famous Zenith and Stromberg carburetors. Aviation 
parts include starters, radios, navigation instruments, electrical equip- 
ment of many kinds, carburetors, Scintilla magnetos, brakes and brake 
linings, as well as other items. Since the beginning of the war, the 
company has added the manufacture of aircraft guns and turrets, gun- 
chargers and sights, mechanical time fuses and similar devices of mili- 
tary importance. 


FINANCIAL POSITION: Last year, the company changed the date of 
the ending of its fiscal year from December 31 to September 30. At 
the latter date, total current assets of $30,508,378, were nearly double 
the reported total current liabilities of $17,531,933. Among the total 
current liabilities was an item of tax reserves of $5,361,096—nearly 5 
times greater than the reserves for the same purpose at the close of 
1939. Cash items of $6,577,103 were more than $3,163,000 higher 
than 9 months before, while total current assets increased $12,522,566 
in the same period. Aside from taxes, the largest offsetting increase 
in current liabilities was $5,078,770 more in customers’ deposits which, 
however, serve as a reserve against future collections. Net earnings 
for the nine months’ period were equal to $3.09 a share after deducting 
$0.84 for excess profits taxes. For the 12-month period ended Decem- 
ber 31, earnings were equal to $4.42 a share, as compared with $2.14 
for the calendar year 1939. For 1938, the company reported only 
$0.07 a share of common stock. 

OUTLOOK: Sales in the 1940 calendar year were 70 per cent higher 
than in 1939. Of the 1940 sales, approximately 50 per cent was non- 
defense materials. 


: Bendix Market Bendix's moves in 
MARKET ACTION: Asigies Corp. verage relation to avge. 
'37 high to '38 low. 71% decline 64% decline 11% wider 
'38 low to '38 high 253% advance 76% advance 193% wider 


34% decline 35% wider 


% decline 
y 141% wider 


'38 high to '39 low... 
106% advance 


'39 low to '39 high. Xe 26 
'39 high to '40 low... 27% decline 45% decline 18% narrower 
'40 low to '40 high... ae 48% advance 67% advance 29% narrower 

Average volatility on six moves, 55°% greater than the M. W. S. index of 290 common 
stocks, 


COMMENT: Recent price—36!/2. Recent and anticipated increases in 
earnings have justified a better-than-average market performance for 
the shares. 


44% advance 


Long-Term Record 


Net Net oe . 

Sales Income Net Per Divi- Price Range 
Year (millions) (millions) Share dends igh ow 
1932 NF d$1.6 d$0.76 $0.15 18%, 4h 
1933 NF 1.2 0.59 Seas 21% 64 
1934... NF 1.9 0.91 wae 23% 9%, 
1935 NF 3.2 1.51 0.25 ae 11%, 
1936 NF 3.0 1.44 1.50 32% 2154 
1937 40.6 2.3 1.08 1.00 30% Hrd 
1938 30.9 0.2 0.07 oe 301 8 
1939 41.7 4.5 2.14 1,50 33% 16% 
1940 46.7" 6.5* 3.09* 2.50 36% 241 
1939 , 28.4" 3.1% P 1.47% : cou oes 

* For 9 months only to conform with new fiscal year. 


NF -No figures available. 
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| step up as will the volume of sales. 


CONSOLIDATED AIRCRAFT CORP. 
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BUSINESS: The company has become one of the most important pro- 
ducers of military planes for the U. S. Navy, and in order to meet 
with the heavy demands of its leading customer, the company has had 
virtually to abandon its previously important commercial manufacturing 
activities. The U. S. Army is also an important purchaser of Con- 
solidated equipment, as is Great Britain. Foreign sales are said to 
represent approximately 30 per cent of shipments. Long range 
bombers and large flying boats are the company's most prominent 
models although pursuit, attack-bombers, trainers and other types of 
ships are also manufactured. Consolidated confines itself to the manu- 
facture of planes only and does not make engines or propellers. A large 
additional plant at San Diego, California, will be operated for the 
Government, as will an equally large assembly plant at Fort Worth, 
Texas. 


FINANCIAL POSITION: The company's capital structure consists of 
23,820 shares of $3 dividend non-cumulative convertible preferred 
stock and approximately 578,605 shares of $1 par value common stock. 
The preferred stock is convertible into common at the rate of one 
share of the former for two of the latter. Despite the heavy increase 
in the volume of orders in recent months, there were no bank loans 
or similar indebtedness reported at the close of 1940. 


OUTLOOK: Despite enormous additions to production capacity and 
the employment of a staff of close to 14,000 workers, the unfinished 
order backlog of $318,648,226 at the end of 1940 is sufficient to hold 
operations at high levels for a number of years ahead. As the new 
production facilities become available, shipments will automatically 
New model planes, designed in 
the light of recently acquired combat knowledge, will most likely serve 
further to increase the company's orders. Cooperation with Ford 
Motor Co., which is producing unassembled parts, will further increase 
the number of planes coming off the company’s lines. 


: Consolidated Market Consolidated’s 
MARKET ACTION: Aircraft Corp. fveseus moves in rel. to av. 
‘37 high to '38 low 69% decline 64% decline 8% wider 
‘38 low to '38 high... 151% advance 16% advance 98% wider 
| '38 high to '39 low 41 % decline 34% decline 21% wider 
39 low to '39 high. 111% advance 44% advance 152% wider 


| COMMENT: Recent price—29%. 


'39 high to '40 low 497% decline 45% decline 9% wider 

40 low to '40 high 78% advance 67% advance _ 16% wider 
Average volatility on 6 moves, 51% greater than the M. W. S. index of 290 common 

stocks. 

The company is already ranked 

among the leading manufacturers of military aircraft in this country, 

and is only at the beginning of its career. 


Long-Term Record 
Net Net 






Sales Income Net Per Divi- Price Range 
Year (millions) (millions) Share dends High Low 
1932 $1,274 d$0.319 d$0.55 4% 1 
1933 2.361 d0.009 d0.02 12 +. 
1934. 1.47 0.007 0.01 12% 65. 
1935 2.821 0.323 0.56 18 7 
1936 4.086 0.192 0.29 243 14% 
1937 11.907 0.463 0.68 $0.50 33% 8 i 
1938 12.245 1.535 2.55 1.00 264 10% 
1939 3.603 1.104 1.79 ; 32% 15% 
1940 9.350 1,401 2.30 2.00 31% 17%, 
d— Deficit. 
qd 4 4 
; A hy 4s 
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BUSINESS: Although Marshall Field & Company is best known as the 
largest retail store owner in the Middle West, operations are con- 
siderably more expansive. They include ownershp and operation of 
the great Chicago Merchandise Mart and other real estate, an ex- 
tensive manufacturing business and several branch stores of size out- 
side of Chicago. The main store in Chicago occupies a square block 
in the center of the city and is connected with a smaller annex by a 
tunnel under the street. The retail merchandise business is the largest 
individual contributor to income, although under the stimulus of defense 
business, both the real estate and the manufacturing activities are 
becoming increasingly productive of revenue. 


FINANCIAL POSITION: The capital structure consists of $27,850,000 
in funded debt, approximately half of which is serial bonds running to 
1955, while the remainder runs until 1959. Following the funded debt 
are 95,508 shares of 6 per cent and 54,492 shares of second series 
6 per cent preferreds, and 1,943,763 shares of no par value common. 
The December 31, 1940 balance sheet showed current assets of 
$32,692,603, which is approximately 3'/2 times greater than total current 
liabilities. Cash items of nearly $8,000,000 were within striking dis- 
tance of total current liabilities of $9,660,284. Net working capital 
of $23,032,319 at the year-end was approximately $2,400,000 higher 
than a year ago and was ample for the company's needs. Federal 
income taxes of $1,680,000 in 1940 were approximately $730,000 
higher than a year ago but no provision for excess profits taxes were 
deemed to be necessary by the management at the time of the report. 
Dividends, which were resumed on the common shares in 1939 after a 
lapse of 7 years, were increased in 1940. 

OUTLOOK: Defense activities in Chicago have benefited real estate 
as well as retail merchants. Merchandise Mart is reputed to be approxi- 
mately 90 per cent rented, while sales and rental income for the first 
quarter of this year were 6.9 per cent higher than a year ago. 





MARKET ACTION: Marshall Market Marshall Field's 
Field & Co. Average moves in rel. to av. 

‘37 high to '38 low........ 82% decline 64% decline 29% wider 

38 low to '38 hig 171% advance 16% advance 125% wider 

38 high to '39 jow 34% decline 34% decline _—............... 

39 low to '39 82% advance 44% advance 86% wider 

39 high to ‘40 low 50% decline 45% decline 11% wider 

*40 low to *40 hi 89% advance 67% advance 32% wider 
nes volatility on six moves, 47% greater than the M. W. S. index of 290 common 

stocks. 


COMMENT: Recent price—1!55. The company's retail stores should 
be among the principal beneficiaries of sharply higher consumer 
buying power in the Middle West. 


Long-Term Record 


Net Net — rf 

Sales Income Net Per Divi- Price Range 
Year (millions) (millions) Share dends Hig ow 
1932...... $78.3 d$8.0 $7.19 cee 131 3 
1933... 88.5 1 1.43 pace i 18 4% 
. .8 d 2 d1.62 cokes 19% th 
,, aS 108.9 a 41.35 tiie 144%, 6% 
|, Se 104.2 2.9 0.67 sists 25% 111 
1937. 97.6 d 1.7 2.11 ise 30%, 1% 
79.7 a5 1.04 ee 14% 51 
84.0 46 1.92 $0.30 173% 9% 
a 90.0 5.7 2.47 1.30 161% 8%, 

d—Deficit. 
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BUSINESS: New York Shipbuilding Co. is one of the largest of the 
East-Coast shipbuilding companies with extensive facilities on the Dela- 
ware River at Camden, N. J. The yards are fully equipped to build 
any type of craft from the heaviest batHeship and commercial liner 
to harbor tugs and revenue cutters. At the present time, the company 
has under way the construction of one battleship, one seaplane tender 
and 19 cruisers for the Navy. Building facilities are being expanded 
with the assistance of Government funds. Although the company dis- 
posed of its electrical manufacturing facilities about 10 years ago, 
it is still in a position to fabricate considerably more of its needed 
materials than most American shipyards. 


FINANCIAL POSITION: Following the retirement of the preferred 
stock last year, the company now has outstanding only $2,612,900 of 
bonds, 325,000 shares of participating stock and 175,000 shares of 
founders stock. As a class, the participating stock is entitled to 65 
per cent of net profits, while the founders shares—as a class—are 
entitled to receive the remaining 35 per cent. The current-asset 
position at the close of 1940 was satisfactory, with working capital 
amounting to $3,668,641. Billings in the first quarter of this year were 
$15,603,269 as compared with $8,066,921 a year ago. Unfilled orders 
on March 3! amounted to about $578,111,700 as compared with 
$145,635,555 on the same date in 1940. 


OUTLOOK: Although this year's billings are expected to exceed those 
of a year ago by a wide margin, the company has sufficient work on 
its books to hold operations at the same high rate of capacity for 
many months to come. Yard facilities will permit increasing pro- 
duction, although launchings will probably run behind new contracts 
in the number of ships handled. This is anticipated despite the fact 
that there were no new contracts reported in the first quarter of the 
year. Earnings will increase in spite of rising taxes. 

MARKET ACTION: N. Y. Ship- Market # N. Y. Shipbuildin 


building Corp. Average moves in rel. to av 
'37 high to '38 low........ 69% decline 64% decline 8% wider 
‘38 low to '38 high........ 244% advance 716% advance 221% wider 
*38 high to '39 low........ 47 lecline 34% decline 38% wider 
*39 low to '39 high........ 97% advance 44% advance 120% wider 
*39 high to '40 low........ 27% decline 45% decline narrower 
*40 low to '40 high........ 139%, advance e 107% wider 


67% advance 
a — volatility on 6 moves, 76% greater than the M. W. S. index of 290 common 
COMMENT: Recent price—2934. The company is further favored by 
the fact that the emphasis on naval requirements is now in the Atlantic 
Ocean where the company operates one of the few major-sized 
shipbuilding yards. 
Long-Term Record 


Gross Net a: " 

Billings Income Net Per Divi- Price Range x 
Year (millions) (millions) Share x dends x High Lew 
ee NF $1.328 $2.23 alate 6% 15% 
LL NF d0.024 wane $0.30 221 1%, 
|. NF d0.258 Ree .40 22 94 
AGES... =... NF 1.415 ioe .10 164 6% 
Tuee...... $14.1 : 0.55 phn 15 94 
1937 13.0 d1,372 See 15 3 
ae 11.1 R 0.82 163% eh 
J0ne...... 25.7 .928 1.61 7 85 
re 43.3 2.334 31%, 13% 


4.54 1.00 
d—Deficit. x—Participating shares. NF—No figures available. 
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BUSINESS: Phillips Petroleum Co. is one of the most completely in- 
tegrated petroleum companies in the industry and has gained its posi- 
tion within a relatively short time. Activities range from the production 
of crude oil and natural gas through all of the intervening stages to 
retailing. Natural gasoline, used to increase the anti-knock properties 
of distilled motor fuels, is an important product and the company 
also does an extensive business of extracting natural gasoline from 
natural gas for others. Natural gasoline currently is finding its greatest 
use in aviation fuels. The company also engages in the manufacture 
of carbon black, a material that is in strong demand at present for 
defense purposes as well as in the manufacture of automotive tires and 
other rubber goods. Refineries are located close to the company's 
crude oil reserves, which are extensive. The company is one of the 
largest aviation gasoline manufacturers of the company and also is 
making exceptional progress in the manufacture of synthetic rubber. 


FINANCIAL POSITION: Early this year, the company sucecssfully re- 
funded its fixed debt by the sale of $15,000,000 in serial notes and 
$20,000,000 in convertible 134 per cent debentures. The only equity 
issue is one of 4,449,052 shares of no par value common stock. The 
current-asset ratio at the close of last year was nearly 3 to |. Of the 
current assets, cash amounted to $13,805,071 and crude and refined 
oil inventories amounted to $20,556,830 out of a total of $45,179,831. 
Included in the total current liabilities of $16,049,829 was $1,188,000 
of serial notes which have since been refunded. 


OUTLOOK: Since the company's retail outlets are mostly in the 
Southwest and Middle West, it is not likely that the current condi- 
tions which are restricting the petroleum industry on the Atlantic 
seaboard will affect Phillips Petroleum. The demand for aviation 
gasoline will probably absorb the company's full production capacity 
for the first time. 


MARKET ACTION: Phillips Market _ Phillips’ moves 
Petroleum Average in relation to avge. 

‘37 high to '38 low........ 57% decline 64% decline 11% narrower 
'38 low to '38 high........ 63% advance 16% advance $7 narrower 
'38 high to '39 low........ 99% decline 34% decline 15% narrower 
‘39 low to '39 high..... 50% advance 44% advance 14% wider 

‘39 high to '40 low........ 41% decline 45% decline 8% narrower 
*40 low to ‘40 high.. 54% advance 67% advance 19% narrower 


—- volatility on six moves, 8% less than the M. W. S. average of 290 common 
stocks, 

Recent price—43!/o. Lacking substantial foreign interests, COMMENT: 
operating in a highly prosperous and active industrial center of the 
country and possessing a large capacity to produce many needed 
commodities, Phillips Petroleum is in a better-than-average position. 


Long-Term Record 


Gross Net Das . 
Opr. Inc. Income Net Per Divi- Price Range 
(millions) (millions) Share dends High Low 
$61.7 $ 8 beet aaa 81 2 
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BUSINESS: Square D Company manufactures a line of electrical- 
controlling devices which are in particularly good demand for power 
tools, switch-boards and for various electrical installations. A large 
part of this type of business is done according to individual specifica- 
tions. At the close of 1939, the company acquired the Kollsman 
Instrument Co., manufacturers of aviation instruments now used by 
practically every commercial airline as well as the U. S$. Government. 
Late in 1940, the company acquired an optical manufacturing com- 
pany which has increased its line of products. 


FINANCIAL POSITION: There was no funded debt at the date of the 
last balance sheet nor were there any bank loans or other indebtedness 
of a similar nature ahead of the 20,000 shares of $5 dividend pre- 
ferred and 421,360 shares of $1 par value common stock. Despite 
acquisitions during 1940, the financial position continued to be strong 
with current assets at the close of last year totaling $5,896,220, sub- 
stantially in excess of total current liabilities amounting to $3,038,699. 
As a result of increased business, additional facilities and despite 
higher basic tax. rates, earnings per share in 1940 were approximately 
50 per cent higher than in 1939. The trend toward higher earnings 
continued through the first quarter of 1941, with reported earnings 
of $1.75 per common share being nearly 100 per cent greater than 
in the first quarter of 1940. The comparison becomes even more 
favorable in view of the fact that no tax provisions were included in 
the 1940 figure. 


OUTLOOK: As a manufacturer of aviation equipment that is standard 
with many airplane manufacturers and with facilities adaptable to mass 
production methods, the company is important for its aircraft products 
alone. The combination of the two promises the company an unusually 
large comparative share of current defense business, while also indicat- 
ing well sustained activities after the emergency period. 





: S D Market Square D’s moves 
MARKET ACTION: Camnane iene in relation to avge 
37 high to '38 low........ 74% decline 64% decline 15% wider 
138 Kighto "30 law. soo "10% Seclines 3456 deel 735% wider 
$ igh to ' ee lecline lecline ‘0 
39 low to '39 high........ 87% advance 44%, advance 98% wider 


'39 high to '40 low........ 14% decline 45% decline 70% narrower 


: to '40 high........ 36% ad’ 67% advance 50% narrower 
waver volatility on six moves, 18% cule than the M. W. S. index of 290 common 
stocks, 

COMMENT: Recent price—385. Square D Co. is one of the more 
promising of the smaller electrical equipment manufacturers which 
have shares currently available to the public. 


Long-Term Record 


Net Net a 

Sales Income Net Per Divi- Price Range 
Year (millions) (millions) Share dends High Low 
i: See NF d$.124 AB AB wees aa 
| N .093 AB AB 
1984........ NF 429 AB AB 
WS oxo. NF -726 AB AB 
1906. ..... NF 981 A AB 
ee $7.7 1,063 $3.09 $1.75 4834 1 
a 5.4 404 1.17 0.7 3 1214 
ee 7.4 1.038 3.02 1.75 3458 18% 
1940. : .... 13.6 2.023 4.52 2.80 Me 29% 


NF—No figures available. d—Deficit. : 
AB—Former shares changed to all common in 1937. 
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Gasless Sundays 


The imminent prospect of “gas- 
less” Sundays, a rationing program 
or some such expedient to overcome 
the threatened shortage of gasoline 
along the eastern seaboard this sum- 
mer may open a veritable Pandora’s 
box of trouble. Revenue from the 
gasoline tax, upon which a number 
of eastern states rely heavily, may 
suffer a sharp slump; toll bridges 
and tunnels will be hit, possibly to 
the detriment of outstanding bonds 
on these properties. Concessionaires 
at summer resorts may take a ter- 
rible beating and it may even be 
possible for one to find standing 
room on the beach at Coney Island 
on a Sunday afternoon. Catering to 
vacationists is a major industry in 
New England, and the combined cry 


For Profit and Income 
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of protest raised by the Chambers of 
Commerce there will resound from 
coast to coast. Gas station attend- 
ants may have nothing much to do 
but twiddle their thumbs on Sun- 
day, normally their busiest day of 
the week. Meanwhile railway pas- 
senger agents are saying nothing 
and keeping their fingers crossed. 
Such is the picture conjured up by 
Secretary Ickes. Actually, however, 
it may be found that the extent of 
the shortages has been considerably 
exaggerated, and supplies will be 
adequate to fill all reasonable de- 
mands. Certainly it should be pos- 
sible to devise a system of rationing, 
if necessary, which would allot a 
weekly or monthly supply of gaso- 
line to each motorist sufficient for 
his vacation and week-end needs. 
Maybe he won’t be able to travel as 


pe 
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Courtesy Standard Oil Co. of N. J. 


~ Essolube MOTOR LE 
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“Gasless" Sundays will hit a lot more people than the gas station operator—if and 
when they are enforced. Rationing may be te first step. 
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far as he might like, but certainly 
he shouldn’t have to stay home en- 
tirely. Even so a couple of Sundays 
off the highways would give motor- 
ists a chance to compare the pleas- 
ures of bucking traffic with those 
which they might be able to enjoy 
closer to home. Such a comparison 
might be quite revealing. 


Jones & Laughlin Recapitalizes 


On July 22nd next stockholders of 
Jones & Laughlin Steel Corporation 
will vote on a plan which provides 
for elimination of dividend arrears 
and merger of two subsidiaries into 
the parent company. Holders of the 
587,136 shares of 7% preferred stock, 
carrying accumulated dividends of 
$45.75 per share, are offered, under 
the terms of the plan, one-half share 
of new series “A” 5% preferred 
stock, one-half share of new series 
“B” 5% convertible preferred stock, 
and 14 shares of new no par com- 
mon stock. Common stockholders 
will receive in exchange for each 
share one new share of common 
stock. In effect this plan requests 
that preferred stockholders give up 
their claim for $45.75 in accumu- 
lated dividends in exchange for a 
speculative equity in the company’s 
potential earnings. The half share 
of new preferred convertible stock 
carries the privilege of converting 
into the common stock at the rate 
of three shares of common stock for 
each share of preferred stock and 
assuming full conversion of the pre- 
ferred shares, a not unlikely assump- 
tion in view of the fact the common 
stock has sold this year as high as 
373, present preferred shareholders 
would hold an additional 880,704 
shares of new common stock. This 
conversion, if effective, would result 
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in the present preferred shareholders 
holding $29,356,800 of new preferred 
stock and 1,614,624 shares of new 
common stock. What the plan pro- 
poses is to enable present preferred 
stockholders to receive at least $5 
in dividends annually and at the 
same time so readjust the company’s 
capitalization as to permit dividends 
on the common stock. Should com- 
mon stock dividends be paid at the 
rate of $2, for example, present 
preferred stockholders would receive 
the equivalent of $7.50 a share on 
their present holdings, without al- 
lowance for any conversion. From 
the standpoint of preferred share- 
holders the plan, despite the appar- 
ent sacrifice in back dividends, 
should commend support on a prac- 
tical basis. 


Philip Morris 


The report of Philip Morris for 
the fiscal year ended March 31st last 
fully bore out the promise of previ- 
ous optimistic estimates of the com- 
pany’s sales gains at the expense of 
its competitors. Sales increased 
$14,000,000. Despite this impressive 
gain it was insufficient to enable the 
company to offset fully the burden 
of increased costs and taxes. Net 
income, after preferred dividends, 
was equivalent to $8.14 a share, con- 
trasted with $8.33 a share in the 
same period a year ago. Although 
the company’s showing is more or 
less in line with that displayed by 
leading cigarette manufacturers there 
is no blinking the fact that Philip 
Morris displayed considerable com- 
petitive stamina at the expense of 
all the Big Four—Liggett & Myers, 
American Tobacco, R. J. Reynolds 
Tobacco and P. Lorillard. For the 
calendar year of 1940 the company 
paid dividends totaling $5, and thus 
far in the current year two divi- 
dends have been paid to common 
stockholders of 75 cents each plus 
an extra of $2. The company’s 
earnings appear adequate to support 
a $5 dividend and at recent levels 
around 80 the shares warrant con- 
sideration for income. 


Commonwealth & Southern Bows 

Recent corporate news featured 
the officially expressed intention of 
Commonwealth & Southern to bend 
to the will of SEC. Justin R. Whit- 
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Defense Orders Received by Representative Companies 
Through May 31 


(in 000 dollars) 


American Car & Foundry. . 71,635 
American Locomotive. . . . 43,569 
American Shipbuilding. . 40,250 
American Woolen... . 69,284 
Baldwin Locomotive. 40,197 
Bath Iron Works... 190,967 
Bendix Aviation. .... 73,330 
Bethlehem Steel. . 1,133,869 
Boeing Airplane... . 168,181 
CINE oe eescde 85,808 
Consolidated Aircraft 358,835 
Douslas Aircraft....... 412,238 
General Motors...... 303,337 
International Harvester... ... 16,217 
Kennecott Copper................ 15,142 


(in 000 dollars) 


Mack Trucks............. 15,295 
New York Shipbuilding. ......... 381,394 
Newport News Ship. & D. D. Co 493,031 
North American Aviation. ... 85,411 
WONG oon eid diadicnccans 12,482 
Radio Corp. of America. . 9,451 
Remington Arms... . 92,593 
Savage Arms..... 27,208 
Studebaker Corp. . .. 35,029 
SO. ons cvasia 197,753 
United States Rubber. . 5,387 
United States Steel. . .. 397,202 
Westinghouse Electric 16,421 
White Motor..... 45,820 
WeleP WM oss. oso 5 on oc ee Sie 138,143 


The Navy Department has recently discontinued releasing information on contracts let, so the above 
figures probably cannot in the future be augmented. 





ing, president of Commonwealth & 
Southern, disclosed that plans are 
being formulated for disposition of 
the northern group of properties of 
Commonwealth & Southern. These 
properties are among the most val- 
uable comprising the Common- 
wealth & Southern system, contrib- 
uting approximately 80% of the 
company’s gross revenues. Included 
in these properties are Consumers 
Power Co., Central Illinois Light, 
Ohio Edison and _ Pennsylvania 
Power. The management has official-- 
ly expressed its intention of utilizing 
these properties to liquidate Com- 
monwealth & Southern 6% preferred 
stock. Just what preferred share- 
holders of Commonwealth & South- 
ern will realize as a result of this 
“integration” is highly problemat- 
ical. On a statistical basis, however, 
it is possible to arrive at an ap- 
proximate idea of what preferred 
shareholders of Commonwealth & 
Southern may expect. Computing 
the average earnings of the four 
properties to be relinquished over 
the past five years, and capitalizing 
them on the same basis at which 
similar operating utility company 
properties are capitalized by prevail- 
ing quotations on the New York 
Stock Exchange, it is interesting to 
note that the aggregate value of the 
shares to be liquidated is approxi- 
mately $117,500,000. Commonwealth 
& Southern has outstanding 1,500,- 
000 shares of 6% preferred stock on 
which dividends are currently being 


paid at the rate of $3 annually, and 
on which accumulations in unpaid 
dividends amount to about $20 per 
share. Commonwealth & Southern 
preferred shares are redeemable at 
110 per share. On this basis the 
total obligation to preferred share- 
holders amounts to $195,000,000, of 
which the aggregate value of the 
operating company common stocks 
to be relinquished is exactly 60%. 
Commonwealth & Southern pre- 
ferred stock is currently quoted 
around 62. 


Speculative Promise 


Although the projected St. Law- 
rence Seaway will be fought stub- 
bornly, the chances are that Presi- 
dent Roosevelt’s pet project will 
finally be accorded legislative sanc- 
tion. On the strength of this specu- 
lative possibility the shares of 
MeWilliams Dredging Co., currently 
quoted on the New York Curb 
Exchange around 8, invite consid- 
eration. McWilliams Dredging Co., 
one of the leading units in its 
highly specialized field, is expected 
to earn around $3 a share this year 
on its outstanding stock, which 
comprises the company’s entire cap- 
italization. This will be in marked 
contrast to the deficit shown a year 
ago. On the strength of the sharp 
improvement in current earnings it 
is well within a realm of possibilities 
that a dividend will be paid. The 

(Please turn to page 336) 





| Another Look At . 


COMMERCIAL SOLVENTS — CONGOLEUM-NAIRN 


— JEWEL TEA 


MOTOR PRODUCTS CORP. — UNITED STATES FOIL CO. 


Commercial Solvents Corp. 


As one of the largest manufacturers of commercial 
solvents of many types, it is not suprising that Com- 
mercial Solvents Corp. is experiencing a rush of business 
in keeping with the strongly accelerated pace of indus- 
trial activity. Solvents of the alcohol type, in which 
this company specializes, are invaluable in the prepara- 
tion of nearly every explosive now in common use and 
moreover they play important parts in the manufacture 
of other chemicals, paints, lacquers, plastics and textiles 
as well as dyes, etc. 

Once the company controlled the butyl alcohol field 
through the ownership of the basic patents on fermenta- 
tion of corn to obtain this particular alcohol. The patents 
expired within recent years at a time when the manu- 
facture of butyl aleohol and other butyl combinations 
from petroleum gases was introduced. To make up for 
the loss of this patented product, the company has been 
actively engaged in research. Among the results of these 
studies has been the introduction of a series of new chem- 
ical combinations known as nitroparaffins, highly useful 
as Cleaning fluids or detergents, wetting chemicals, insect- 
icides, fumigants, and emulsifying agents, etc. Currently, 
the company is manufacturing 16 different nitroparaffins, 
each with a different purpose and application, and 
numerous others are only awaiting refinements or in- 
creased demand to be introduced in the market. 

With grains being one of the major sources of certain 
vitamins, the company has also been experimenting in 
this new and increasingly important field of organic 
chemistry. One of the most important of the company’s 
vitamin products is riboflavin or the chemical equiv- 
alent of vitamin B2. This vitamin is the one which is 
being used to replace the losses of mineral salts and 
other beneficial qualities in wheat flour due to flour mill- 
ing processes and its use in white flour breads may soon 
become mandatory, as is now the case in England. Al- 
ready many of the large commercial bakeries are strongly 
publicizing their use of vitamin B2 to enrich their prod- 
uct and Commercial Solvents is in a favorable position 
to obtain a large share of the resulting increase in vita- 
min business. 

Earnings per share of common stock in the first quarter 
of 1941 were $0.21 as compared with $0.19 a year ago. 
The small increase did not reflect the satisfactory gains 
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in the company’s sales mostly because of increased re- 
serves for anticipated higher tax rates. In 1939, Com- 
mercial Solvents retired $1,000,000 in bank loans which 
left the common stock the sole capital obligation. De- 
spite the drain of loan retirements, the company’s finan- 
cial position has been well maintained, there being 
$1,807,830 cash on hand at the close of the year or sub- 
stantially more than total current liabilities at that time. 

As a fermenter of grains—principally corn—much will 
depend upon the future prices of these commodities in 
determining future profits. One thing, however, is likely 
and that is that the company will not be forced to ac- 
cumulate a high cost inventory, for the demand for al- 
cohols of various types should be sufficiently strong not 
only to use current output but also to reduce inven- 
tories which are mostly of lower-than-current cost. The 
company does sell some neutral spirits to the liquor 
blenders, but this business becomes relatively unim- 
portant when the commercial demand for solvents is 
good. 


Congoleum-Nairn Company, Inc. 
This company is one of the few whose normal peace- 


time products are of use in defense efforts with little or 
no change. Heavy linoleums, such as are made by this 





Courtesy Congoleum-Nairn Co. 
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company, are standard equipment in the U.S. Navy and 
elsewhere throughout Government buildings, etc. Added 
to this is the fact that the company is benefitting from 
the upsurge in building of moderate priced homes where 
linoleum is taking the place of more costly floorings in 


numerous instances. The same influences that have 
promoted an increase in the demand for new small homes 
is also increasing consumer demand for replacement 
floor coverings of the kind manufactured by this com- 
pany with the result that on the whole, the company 
should show some improvement over 1940 earnings this 
year and despite heavier taxes and higher material costs, 
they should closely approach those of 1939 when $1.70 
a share of common stock was reported. 

Had the war started five years ago instead of when 
it did, Congoleum-Nairn would have found itself in a 
tight situation as far as raw materials were concerned. 
However, the company has long realized its dependence 
upon foreign sources for supplies of many of its basic 
raw materials and has been doing much research to over- 
come this potential difficulty. Once, the company re- 
quired large quantities of cork and burlap or jute—now 
very scarce—but at the present time, the company’s 
most popular lines use neither of these materials in their 
manufacture although some of the more expensive prod- 
ucts still require them in their making. The only other 
important raw material which is imported in sizable 
quantities is linseed oil which now comes mostly from 
Argentina and is therefore available. Supplementing the 
Argentine oil, there is a fairly large supply of domestic 
oil available and the quantity is rising as more flax is 
grown here. 

The company’s financial position is very strong with 
a current asset ratio of nearly 15 to 1 being reported at 
the close of 1940. Cash items of well over $5 million 
were several times greater than total current liabilities 
of less than $1.4 million. Inventories of $8.3 million at 
the close of the year were high but since they represented 
much “hard-to-get” material for which there is a good 
demand, this was a favorable feature. Earnings are not 
likely to be high enough this year to warrant a large 
increase in the prevailing dividend rate although the 
prospect is for their continuation at at least undimin- 
ished levels. 


Jewel Tea Company 


That consumer buying power is on the increase is well 
attested to by the retail food sales of Jewel Tea Com- 
pany. During the first 20 weeks of the current year, 
Jewel’s sales were reported to be 31 per cent higher 
than in the similar period of 1940. Dollar volume for 
the 1941 period was $13,820,712 as compared with $10,- 
515,020 in the same weeks of last year. 

Jewel Tea is unique in the retail food distributing in- 
dustry by the fact that it concentrates its retail stores 
in one large city—Chicago—while it maintains over 
1,500 wagon routes, selling from door to door, in about 
43 states. The greatest part of the increase in sales, 
however, is said to have accrued from the retail stores 
which now number 130 and are substantially more nu- 
merous than in the same period of a year ago. The com- 
pany attributes its increasing popularity with consumers 
to the fact that profit margins are not held at high levels 
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when wholesale costs are increasing, thus giving the 
company’s stores a price differential over competitors. 
In order to hold prices down, the company has been 
forced to absorb a sizable part of its higher labor and 
material costs with the probable result that net earnings 
will not show the same percentage improvement as the 
sales themselves. 

While the volume of sales is reported frequently, in- 
terim earnings are not. The next statement of earnings 
will be reported some time in August and will cover ap- 
proximately the period of the first 28 weeks of this year. 
While net income for the period will probably not be 
less than it was a year ago, there is the question of taxes 
which cannot be estimated unless other figures are known 
and the amount of the tax reserves for present or anti- 
cipated rates is indicated. Last year, earnings for the 
first 28 weeks were $1.31 a share as compared with $2.82 
for the entire year. 


Motor Products Corp. 


Motor Products Corp. has long been regarded as an 
automotive accessory manufacturer for the automobile 
makers. The line of products has covered a wide range, 
although mostly used for trim and embellishment. The 
company’s principal customers have been Chrysler and 
Ford and much of the company’s prosperity has de- 
pended upon the uninterrupted activities of these two 





Installing accessories on a Chrysler production line. 


leading automobile manufacturers. This was particu- 
larly noticeable in earnings which have dropped sharply 
when either automobile company’s production has been 
held up by labor troubles, as was the case with Chrysler 
several years ago. If Motor Products has any govern- 
ment business, the fact has not been disclosed although 
it is hardly possible that any company with the facili- 
ties for mass production of any metallic or plastic article 
should be without its share of defense orders. The au- 
tomobile industry is still going ahead at high speed to 
manufacture commercial and private vehicles so that 
Motor Products is probably operating at a good rate in 
its regular field. Over the longer term, whatever changes 
there will be in the-coming years’ models will probably 
be only in trim and accessories so that the automotive 
industry should continue to supply Motor Products 
with a fair quantity of business in spite of automobile 
production restrictions. (Please turn to page 331) 
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Exceptional Possibilities Open 
in Coming Market Movements . . 


Ww selected stocks at depressed prices offering ex- 
- ceptional income and capital growth possibilities 
. . - with business activity at unprecedented peaks . . . 
with growing signs of inflation, to what extent will you 


better your security position... 
over the near term . . . over the 
longer term? For your invest- 
ment success, you must discrimi- 
nately know what to buy, when 
to buy, when to sell. 


Take Advantage of 
FORECAST Counsel 


Now . . . and during the vital 
months ahead . . . when judicious 
action can mean so much to your 
financial welfare, we urge that 
you avail yourself of Forecast 
counsel. We suggest that you do 
so on the same basis that you 
would consult professional ad- 
vice when it is essential that you 
know what to do. 


In the field of security guidance 
and prediction of market trends, 
THE Forecast has established 
an outstanding record . . . over a 
period of 23 years . . . with its 


authoritative sources of data, unique business contacts 
and widespread facilities. Its staff, as a result of long 
and practical experience, has advantageously served 
investors and traders in many varied situations. 


What and When to Buy and When fo Sell 


Through our short-term advices of what and when to 











i" 


A Fourfold Service 


As a Forecast subscriber, you will re- 
ceive this comprehensive service designed 
to meet your investment and_ business 
needs under today’s war conditions: 


1. Security Advisory Service 
Especially arranged programs to take 
advantage of short, intermediate and 
major market movements ... with 
definite advice as to what and when to 
buy and when to sell. 


Telegrams on all recommendations for 
short-term profit . . .,as included in 
our Trading Advices, Bargain Indicator 
and Unusual Opportunities. 


Consultation by wire and by mail is open 
at all times. 

2. Business Service 

Concise review of current situation... 
latest factors and prospects ... with charts. 
3. Commodity Service 

A weekly digest of general position and 
forecast of leading commodity trends. 

4. Washington Service 


Weekly reports on legislative and poli- 
tical developments and their effects. 


buy and when to sell, you can take advantage of im- 
portant market movements. You can also gradually 
lay the foundation for income and capital growth through 
our Longer Term Recommendations. All commitments 


made on our advices are kept 


hs under our continuous  super- 


vision . . . you are also in- 
formed when to contract or ex- 
pand your position. 


Rare Opportunities 
Developing 

Prepare NOW to invest in spe- 
cial situations securities 
especially selected to benefit 
from our Fifty Billion Dollar 
Defense Program .. . from huge 
non-defense consumer buying. If 
you wish to concentrate in low 
and moderate priced common 
stocks . . . which gives you a 
wide selection in today’s markets 

. . we suggest our Unusual 
Opportunities program. With 
moderate capital, you can follow 








i these definite advices in sizable 





to August 15 


Free Service 


units of shares. 


To cooperate with you under present conditions, we 


are glad to extend to you our new 
special offer of Free Service to 
August 15. By that date your mar- 


ket and investment positions through our counsel should 


be considerably improved. 





90 BROAD STREET 


O UNUSUAL 
OPPORTUNITIES 


i TRADING 
ADVICES 


oO BARGAIN 





Send me collect telegrams on all recommendations checked below. 
Code after our Cede Book has had time to reach you.) 


Low-priced Common Stocks for Market Appreciation. 
Maximum of five stocks carried at a time. $1,000 capital e 
sufficient to buy 10 shares of all recommendations. 


month, on average. 


Active Common Stocks for Short Term Profit. 
average. Maximum of five stocks carried at a time. 
to buy 10 shares of all recommendations. 


Dividend-paying Common Stocks for Profit and Income. 
month, on average. Maximum of five stocks carried at a time. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB 


INDICATOR sufficient to buy 10 shares of all recommendations, 
| DS ee Er eee mee ee ae eee we eT ee CAPITAL OR EQUITY AVAILABLE 
ee ee eer ere ee Ter rs ee ee or ee ey 
ERE eer ee tte ee ee er ier ek ere et ee Sra ere ee eee ea 


NEW YORK, N. Y. 


I enclose [] $75 to cover my six months’ test subscription [] $125 for a full year of The Investment and 
Business Forecast with service starting at once but dating from August 15, 1941. 
less of the telegrams I select, I will receive the complete service by mail. 


I understand that regard- 
(Wires will be sent you in our Private 


One or two wires a 


One or two wires a month, on 
$2,000 capital sufficient 


One or two wires a cial interest in any 
$2,000 capital 


++. dune 28 
Continuous Consultation. Submit Your Securities for Our Latest War Economy Analysis. 


Free Air Mail 
Service 


[] Check here if you 
wish Air Mail and it 
will expedite delivery 
of our weekly and spe- 
cial bulletins. This ser- 
vice is provided FREE 
in such cases in United 
States and Canada. 


We serve only in an 
advisory capacity, han- 
dle no funds or securi- 
ties and have no finan- 


issue or brokerage 
house. Our sole objec- 
tive is the growth of 
your capital and in- 
come through counsel 
to minimize losses and 
secure profits. 











318 


THE MAGAZINE OF WALL STREET 








Jl 



























































BUSINESS ACTIVITY 
M.W.S.. INDEX 
° CONCLUSIONS 
m- 
lly INDUSTRY — Material shortages 
gh might cut civilian production faster 
nts than defense work expands. 
“pt 
- ° TRADE—Purchasing power of payrolls 
- = now 23%, above last year. 
*X- Hl 
N 
” COMMODITIES — Further gains 
va scored. Full control of important de- 
7 fense materials by Government fore- 
™ shadowed. 
es 
ht MONEY AND CREDIT — Excess re- 
- serves sharply lower. Commercial 
, borrowings continue to expand. 
Ww 
n 
a 
is 
il 
h 
Vv 
‘ 
oF tecoms teialnaean eteiang th foe BUSINESS CREDIT 
v a possibility that curtailment in Production of FEDERAL RESERVE 


civilian goods may, in the not distant future, 
more than offset expansion in defense work. 
During the past fortnight, lack of bottoms and 
shortage of coal cars has prevented full ship- 
ments of that essential fuel, while carloadings 
were further restricted temporarily by floods 
and heavy rains in Pennsylvania, West Virginia 
and the southwest. Noticeable slackening in the 
rate of inventory accumulation is also partly 
responsible for slowing the rate of business 
expansion. Government admonitions, priori- 
ties, price controls and lengthening deliveries 
have dampened enthusiasm for inventory specu- 
lation. Under multiplying priorities, civilian 
industries (and to a lesser extent even defense 
lines) are beset by the problem of substitutes. 
Scarcely has production been changed over to 
utilize some other material in place of one that 
has become unobtainable than a_ shortage 
develops in the substituted material. 





DEMAND DEPOSITS 
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TOTAL INVESTMENTS 


BILLION 


COMMERCIAL LOANS Ch 


* * * 


European war expenditures in the new fiscal 
year beginning July | are expected to reach 
$50 billions, exclusive of our own contribution. 3 
Of this huge total, about $32 billions, will be JFMAMJJASONODJFMAMJJASOND 


spent by the Axis and its vassals, and ciclo — 
+10 WEEK RUNNING AVERAGE OF i140 


BANK ‘DEB!TS? 
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Date es, «Previous Last PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION(a)| May 149(pl) 140 115 
INDEX OF PRODUCTION AND en eee ee 
pp SS ee April 103 104 87 $18 billions by the United Kingdom (including 
POD SS sors ns ane Bee . April 106 106 86 Canada)—a ratio of nearly 2 to 1. While in= 
Durable Goods... ...066:50005% April 108 107 74 come payments in the U. S. during April were 
Non-durable Goods. .......... April 104 106 93 11.5% above last year, compared with a four- 
Primary Distribution............ Aptil 95 98 82 months’ rise of 11.1%, farm income for April 
Distribution to Consumers....... April 104 103 92 was up 13%, against only 6% for four months. 
Miscellaneous Services......... April 99 98 88 With April payrolls showing a 23% greater pur- 
chasing power than in the like month of 1940, it 
WHOLESALE PRICES (h)....... May 84.1 82.8 78.4 is scarcely surprising that chain store sales for 
May were 23% ahead of last year and that de= 
INVENTORIES (n. i. c. b.) partment store sales in the four weeks ended 
MOIIMIRS Coos Fos 3A 6 on bros April 134.8 1327 1115:9 June 7, though hurt by bad shopping weather 
(oC a ane April 235 234 126 along the eastern seaboard, were up 14%. Mer- 
DeneeNR oo i reridin cnt Sees April 177 165 110 chandise exports in April were 12% above last 
| year, compared with a four-months' dip of 3%. 
| COST OF LIVING (d) | April imports rose 32% over last year, against 
RMMEINS So Se cae. a cele wes | May 87.4 86.9 86.0 20% for four months. Excess exports for the four 
| ei ein ca tWGcatoeaher | May 82.2 81.0 80.6 months were valued at $322 millions. 
OOM s.cc0s5% 4 cow b ioe ee | May 88.0 87.8 86.7 
SOUR sets cis ws Sine eiomiea bots May 73.6 73.3 73.1 sal Sorc ah 
pO Ee ee eee May 86.4 86.4 84.1 
SS ern | May 98.5 98.3 97.0 
Purchasing value of dollar....... | May 114.4 115.1 116.3 At the time of present writing, this publication's 
index of spot commodity prices stands 14% 
| NATIONAL INCOME (cm)}{... | Mar. $6,785 $6,145 $6,553 higher than a year ago; wholesale prices are up 
11%; retail prices, 3.8%; and the cost of 
| CASH FARM INCOME?t living, 2.2%. 
Farm Marketing............... | April $670 $610 $562 oe eae ae 
Including Gov't Payments....... | April 709 681 627 
Total, First 4 Months........... | April | re 2,616 
| Prices Received by Farmers (ee)...| April 110 103 98 Though the O P M has granted priority on steel 
Prices Paid by Farmers (ee).....| April 124 123 123 plate for railroad equipment building and 
| Ratio: Prices Received to Prices work will be rushed on new cars, a transportation 
LCS re, coe | April 89 84 80 pinch around the time of peak traffic this autumn 
| a | seems inevitable. Consumers are being urged to 
FACTORY EMPLOYMENT (f) | : lay in their winter coal supply now (though how 
Durable Goods. .............. April 125.8 123.0 97.7 this can be delivered in face of an already exist- 
| Non-durable Goods. .......... April 117.8 116.0 107.6 ing shortage of coal cars is not stated); the Com- 
| FACTORY PAYROLLS (f)...... April 134.4 131.2 97.9 | merce Department is asking for a speed-up in 
movement of all possible commodities this sum- 
| RETAIL TRADE | mer (while another Government war agency ad- 
Department Store Sales (f)......| May 106 104 89 monishes against inventory accumulation); and 
Chain Store Sales (g)...........| May 132 132 116 the AAR urges fuller utilization of freight car 
Variety Store Sales (g).........| May 137 136 121 capacity and reduced delays in loading and un- 
Rural Retail Sales (j)........... April 165.1 148.9 125. loading. Earnings will be lifted to the extent that 
| ~Retail Prices (s) as of........... May 98.9 98.9 92.8 these admonitions bear fruit; but now come de- 
=a mands from the non-operating unions for a 35% 
FOREIGN TRADE : boost in wages, on top of the 30% rise asked by 
Merchandise Exports t cong iba inte April $385 $357 $323 the big-four brotherhoods. There is a little cheer 
Cumulative year's totalf to...... | Apr. 30 Se) a re 1,391 for the carriers in the thought wage awards will 
Merchandise Imports ¢ paibiele'efy pie: April 286 268 212 come too late this year to make a big dent in the 
Cumulative year's total f to oe Apr. 30 DO perce 871 current year's earnings; but next year is another 
| RAILROAD EARNINGS story. Meanwhile net income reported by Class | 
Total Operating Revenues*®..... | April $375008  ...... $321,567 Canriere for the first quarter amounted to $35 milli- 
Total Operating Expenditures*..| April iy \ || 248,878 ons, against a deficit of $4.7 millions for the like 
eee ae | April 36,546... 30,727 | Period,last year. 
Net Rwy. Operating Income*...| April i re 34,121 * * »* 
Operating  , ee April 73. By. = tec, 76.46 
Sa ee 
BUILDING Contract Awards (k) | May $549 $407 $399 Heavy engineering construction awards in 
| F.H. A. Mortgages | the week ended June 12 were 147% above last 
Selected Appraisalt........... May 147 151 129 year, including a gain of only 1.5% in public 
Accepted for Insurancet........| May 95 88 80 awards; making a cumulative increase of 100% 
Premium Payingt.............. May 65 60 54 in total awards for the year to date. Planned ex- 
Building Permits (c) pansion in defense expenditures, if carried out, 
2) CS SE a ees May 130 125 110 will sustain public construction at a high rate for 
New York “eld Tis aes wa May 13 17 16 some time to come; but growing shortages are 
Total, U. S.f.. May 143 142 126 likely to force of curtailment of residential build- 
Engineering Contracts winranind May $409 $382 $282 ing, except in detenee erees, 
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| Latest Previous Last 

Date Month Month Yous PRESENT POSITION AND OUTLOOK 

—— =aomecenenn a a eN = | 

STEEL 

a Ingot Production in tons*®....... May 7,102 6,758 4,968 Though the dollar value of military to be turned 
Pig Iron Production in tons*....| May 4,600 4,334 3,514 | out eventually by the automobile industry will 
Shipments, U. S. Steel in tons*..| May 1,745 1,688 1,084 | probably exceed the peak rate of motor car pro- 

| ee duction, material shortages (including tires) threat- 
AUTOMOBILES | en to curtail passenger car output by at least 50%, 
Production thereby causing dismissal of workers before they 

i “Raetonpesales 2.2 o55 ch tesieete ne | April 577,192 525,000 411,277 | canbe absorbed by defense production, and lead- 

| Total 1st 4 Months............ | 1060 4075007 3 ....... 1,581,889 | ing to an interim dip in earnings which will be ac- 

Registrations centuated by the OP ACS’ recent ban upon 

Passenger Cars, U.S. (p)........ April 489,074 —s........... 348,632 price increases. 
Trucks, U.S. (p)..............| April a 50,000 Dea aie 
PAPER (Newsprint) = Total production of shoes in the U. S. this year 

| Production, U.S. & Canada * (tons)... | May 376 367 414 7 —- oe — _— — 

Shipments, U. S. & Canada * (tons)..| May 383 377 423 —_ Thi _, ion = ae 3% ” 
Il Stocks, U. S. & Canada * (tons)... Ma 188 195 299 ee ee | 
Mi ce per capita, against less than one pair for the entire | 
| LIQUOR (Whisky) world. With marginal, high-cost mills starting up | 
Production, Gals.*............0. April 11,859 12,602 11,993 | to meet the abnormal demand, paperboard pro- 
Withdrawn, Gals.*.............. April 6,144 6,637 5,793 duction this year is expected to exceed 7,000,000 
ee eee April 499,864 495,735 477,865 | tons—a new high record. 

GENERAL Ree a aes 
Paperboard, new orders (st).......) April 580,038 543,988 480,250 Owing to the strike during April, bituminous 
Railway Equipment Orders (Ry) coal production for the year to June 7 was only | 

Wecoimalives «86 eee | May 101 68 27 1% larger than during the like period last year. 
eS, i eee May 19,221 16,091 1,734 Lumber orders during May were 23% above | 
Passenger Cars................| May 32 33 16 last year, compared with a rise of only 21% for 
Cigarette Productiont............ | May 17,858 15,854 16,275 | five months. Owing to labor trouble, however, 
Bituminous Coal Production * (tons).| May 43,400 5,975 34,896 production in May rose only 7% above last year, 
Porlland Cement Shipments * (bb'ls)) April 10,462 10,056 10,829 against 14% for five months. 
Commercial Failures (c)........... May 1,119 1,149 1,238 
WEEKLY INDICATORS 
ia ‘Praviow Vins 
——_ Bate Week Week Ago PRESENT POSITION: AND OUTLOOK 
M. W. S. INDEX OF BUSINESS :; ; 
ACTIVITY 1923-25—100...... June 118.9 119.1 96.4 Owing te cutailen by hydroslectic plants in 
ELECTRIC POWER OUTPUT the south, electric power outuut during the 
Mwy. See 24 3.057 3.049 2,665 past fortnight has increased at no more than the 
pelt Aecreai eles 0 tind | a as ut ~~ _|_ normal seasonal rate, for the country as a whole. 
TRANSPORTATION | Should fuel oil be rationed along the eastern sea- 

| “Gatloadings, totale. 2... ceds2 e510 | June 14 862,975 852,940 712,445 board, a number of large oil burning ded plants 
_ Te ee oe June 14 37,006 35,562 30,456 | ‘ould have to change over for coal buming. fn- | 
Gani ee a oo June 14. 158,621 151.478 121.561 dustry is now obtaining electric power for one 
ree | June 14 42,488 42,168 34,280 | cent per K.W.H., theglowest in history. Washing- 
Manufacturing & Miscellaneous....| June 14 368,542 362.312 293,460 ‘ton thinks it may be necessary to curtail the supply 
<2 oe ee | June 44 150,507 150,712 149,354 | © Cectic pened crite ete 

| “STEEL PRICES | Costs consumed 91c of the steel dollar,last year 

| Pig Iron $ per ton (m)............ hoon 93 23.61 93.61 929.61 compared with only 83c in 1929; though payrolls 
Scraps per ton (m):..66 is se ccc en: | June 17 19.17 19.17 19.92 | took only 35c, against 35.5¢ in 1929. Taxes took 
Finished c per lb. (m)............ _June 17 2.261 2.261 2.261 6.5¢,last Sait compared with only 4c in 1929 

dS a eS | a eg eee De ae ‘ whereas dividends accounted for only 4c, against 

| STEEL OPERATIONS fi 6.5c. Thus the entire increase in taxes was met by 

| % of Capacity week ended (m).. June 21 100 100 87 a,like reduction in dividends. Scrap piles at many 

mi aasane Ge | —— = — steel plants are being cut into, and pig iron is be- 

| CAPITAL GOops ACTIVITY aa scarcer, NOW that the price ceiling has dried 

| Am) week « ended. ee | June 14 115.3 415.7 87.0 up the price of scrap 

| PETROLEUM ene | 
Average Daily Production bbls. * June 14 3,823 3,817 3,816 _Completion of projected sng tankers, and aw 
Crude Runs to Stills Avge. bbls. *. | June 14 3,755 3,850 3,608 pipe lines from the mid-continent field, will prob- | 

| Total Gasoline Stocks bbls.*..... .| June 14 35,060 34,305 «36,545. | ably come too late to avert curtailment in supply 

| Fuel Oil Stocks, bbls.*..........) June 14 93,182 93,384 103,699 | of gasoline and fuel of along the eastern sea- 
Crude—Mid-Cont. $ per bbl...... | hn 26 1.17 1.17 1.09 board. Oil Administrator Ickes has asked eastern | 
Crude—Pennsylvania $ per bbI....) June 20 2.03 2.03 1.98 shippers to refrain from exporting ofl without prior | 
Gasoline—Refinery $ per gal...... l June 20 .08 .08 06%, Government approval. 

tMillions. _*—Thousands. (a) ree Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated | 
long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. | 
(e)—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News-Record. (f}+—1923-25—100. | 
(g)—Chain Store Age 1919-31—100. (h)—U. S. B. L. S. 1926—100. (j}—Adjusted—1929-31—100. (k}—F. W. Dodge Corp., (m}— | 
Iron Age. (n)—1926—100. (n. i. c. b.}—Nat. Ind. Conf. Bd. 1935-39—100. (p)}—Polk estimates. (pc)—Per cent of capacity. (pl!}— | 
Preliminary. (r)—Revised. (Ry)—Railway Age. (s)—Fairchild Index, Dec., 1930-100. (st)—Shert tons. | 
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Trend of Commodities 
Commodity indexes again registered new high levels, with the Government would henceforth purchase all rubber im- COPP 
futures at the best levels since mid-1935, while spot prices, ports, alloting supplies to manufacturers and cutting civilian Price 
according to Moody's index were at a new top since Aug. 20, consumption 20 per cent. The same pattern will probably be . D 
1937. Among commodities to record new seasonal highs followed in the case of such imported defensive metals such Refi 
were cotton, cottonseed oil, lard, world sugar, December as chromium, tungsten, tin, etc. The nature of recent events Refi 
corn and October soy beans, while new four-year highs were _ indicates only too clearly that Government controls will be- Refi 
set by cotton, lard and soy beans. Large scale government come more widespread and stringent, not only for the pur- 
buying pushed hog prices to four-year highs. Among indus- pose of insuring adequate defense supplies but to forestall TIN 
trial commodities, the new featured the announcement that speculation and unwarranted inventory accumulation. Price 
Tin | 
pare on ES LET ETE Wor 
U.S 
8 Us 
u 
e = 
@ LEAs 
i Price 
S LABOR COST Uns 
n 191 us 
2 ra | Stoc 
: BEEREER : ; 
> 3 WHOLESALE PRICES | 9 FINISHED PRODUCTS ZINC 
= = ws. 
9 . Price 
x Us 
x 70 U.S 
< RAW MATERIAL PRICES Sane 
ro} ee 
e 60 SILK 
ui Pric 
Mill 
$ | | lela Visi 
1915 1930 1935 1940 50'S FMAMJ JASONDJFMAMJJASOND RAY 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES Pric 
| Spot Market Prices—August, 1939, equals 100 Con 
1941 1941 Stoc 
High Low June 13 June 20 High Low June 13 June 20 
28 Basic Commodities 147.1 105.6 146.0 147.1 Domestic Agricultural . . 146.2 111.4 146.1 146.2 ey at 
Import Commodities 151.8 104.7 151.8 151.8 Ri Span 155.7 100.5 153.9 155.7 woc 
Domestic Commodities 144.2 105.5 142.4 144.2 Raw Industrial............. 140.8 101.3 140.2 140.8 Pric 
Con 
RR RRR > 
HIDE 
——— ee -, aes =- — | Pric 
L p y | hi 
atest revious ear No. 
— WE artic. Wk arti. Ago PRESENT POSITION AND OUTLOOK | Boo 
a So ead 2 belie Se 7 C7 head RUBE 
, COTTON Cotton. Last week saw cotton prices $5 to $6 | Pric 
Price cents per pound, closing above the levels of two weeks ago. This mid- Con 
BO Sisdisucbee asus June 21 14.34 13.94 10.50 week reaction was short lived and was followed Stoc 
October June 21 14.55 14.11 9.41. | by a rally which at the week's close left prices | Tire 
Spot ; June 21 15.13 14.63 11.02 40-46 points above the previous week. Supplies | | Tire 
(In beles 000’s) of 1940 loan cotton have been practically ex- | | Tire 
Consumption, U. S. May 919 920 642 hausted, the latest official report of the Commodity (ieee 
Exports, wk. end June 20 15 19 19 Credit Corp., revealing that stocks of 1940 cotton | coc 
Total Exports, season Aug. 1 to June 20 p) ee 5,873 still under loan as of June 14 amounted to only | Pric 
Government Crop Est. (final) 1940 12,686 11,817 1,042,622 bales. Mills continue to protect | tess 
large orders by active buying of futures. Rumors Wa 
WHEAT were abroad that the OPACS would put a ceiling | 
Price cents per bu. Chi. closing on cotton goods prices about 25% under recent | COFI 
July June 21 1.01% 1.0014 719% | levels. | i 
September June 21 1.031% 1.01% 19V, | " P ‘ | ~ 
Exports bu. (000's) since July 1 to June 14 162,084 144,541 re 
Exports bu. (000's) wk. end June 147,217 3,983 1,773 | | U. ' 
Visible Supply bu. (000's) as of June 14 119,502 119,915 87,286 | Wheat. Prices closed up 11% to 114 cents for — 
Gov't Crop Est. bu. (winter) (000’s)' Dec. 1 816,698 751,435(ac)| the week. Reports were current that arrivals of SUG 
oe s new wheat in southwestern markets showed a wide Pric 
CORN variation in quality owing to the wet harvesting R 
Price cents per bu. Chi. closing season. Market activity, however, was some- R 
Re, suo h newer June 21 13% 13% 62% | what circumscribed as operators awaited market- | Us 
September oe .| June 21 16% 75 6056 | ing and weather developments and higher prices U. § 
Exports bu. (000’s) since July 1 to.| June 14 22,619 27,299 for the most part reflected the absence of hedging — 
Visible Supply bu. (000's) as of...) June 14 53,845 55,627 23,197 | pressure and the strength in other sections of the 
Gov't Crop Est. bu. (000's) (final) 1940 2449523 .......- 2,619,31 7(ac)' grain list. refine 
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Latest Previous 
Date Wk. or Mo. Wk. or Mo. bo PRESENT POSITION AND OUTLOOK 
COPPER 
Price cents per lb. Copper. The long awaited allotments of 
MN oleic, oy eee e ees June 21 12 12 1114%4| April refined production to the “emergency pool” 
EXDOIE OSS AUN Vic ct's cc's cece June 21 11.40 11.40 11.15. | Were released at the close of last week, enabling 
Refined Prod., Domestic*......... May 89,390 89,687 86,099 | producers to deliver tonnages to consumers. 
Refined Del., Domestic*.......... | May 141,801 123.580 69.467 | About 17,000 tons of April production were 
Refined Stocks, Domestic*........ | May 95,568 98,789 178,664 | allocated for urgent defense needs. The next 
: ‘ | move will probably be the setting of a single 
TIN | price for customs smelters and producers alike. 
Price cents per tb., N.Y.......... a 59.95 ‘oes sian | | 3 price will probably set at 12 cents delivered 
Tin Plate, price $ per box......... June 21 5.00 5.00 5.00 ee Sey 

World Visible Supplyt as.of...... May 31 40,777 38,788 + —«- 30,562 ; adie 
USS) DIVERGES 6c 5s e 55 ho ou a May 10,490 13,955 7905 by os — about 1 - a tg last 
U.S. Visible Supply+ as of....... i : : week, without however attracting any buying 
ieateed pplyt May 31 7,205 5,016 sar" interest. Stocks in New York warehouses now 
= total 2,245 tons, an increase of 240 tons since 

LEAwW the fi 

: e first of the month. 
Price cents per Ib., N. ¥.......... June 21 5.85-90 5.85-90 5.00 ness he 
: . a Pair wate atern meets April 56,086 61,503 35,323 Lead. Domestic stocks of refined lead at the 
fact ou & tee eee e eens April 59,169 62,090 46,563 end of May were the lowest on record. Ship- 
ocks (tons) U. S., as of.......... Apr. 30 42,899 45,996 63,461 ments, on the other hand, set a monthly high, ex- 
| clusive of foreign refined lead. Demand con- 

ZINC | tinues far in excess of the ability of supplies to 
Price cents per Ib., St. Louis June 21 7.25 725 6.25 | meet. 

U.S. Production*............... May 64,657 63,210 51,457 | one: 

eee ere May 63,638 62,974 41,183 Zine. No intimation has been received in the 

a a May 31 8,305 7,286 5,851 | trade as to the possible percentage of production 
(sa | to be set aside in July for the OPM pool. Gen- 
| — § Ib. J \ | eral opinion is held that no important change will 

rice $ per Ib. Japan xx crack... .. June 21 3.06 3.041 73) be necessary. 

Mill Dels. U.S. (bales)........... — so wee” wee rae ae 

Visible Stocks N. Y. (bales) as of..} May 31 50,341 49,373 43,285 Silk. Following the breaking off of Japanese- 
= Dutch Indies trade negotiations, silk rose to the 

RAYON (Yarn) best prices since early 1940. Reflecting seasonal 
Price cents perlb...............+ June 21 35 53 53 influence June domestic consumption will prob- 
Consumption’ Ca). «s.<6/.<.<.04 os. a April 38.7 35.4 30.7. | ably fall below the May levels. 

Meme MG... 6. occ esenccsics Apr. 30 73 10.2 11.6 sie 

_ == ea aia Hides. Last week's news featured heavy 

WOOL | sales of packers’ hides at the ceiling prices of 15 
Price cents per Ib. fine, Boston.. ..| June 21 1.08 1.08 1.05 | cents. Recent estimates indicate that shoe pro- 
Consumption, period ending (a)....| Apr. 30 46,970 39.416 17.471 | duction the first five months was more than 

— ps : : 201,000,000 pairs, an increase of 20% over the 

HIDES | same months a year ago. Production in May 
Price cents per Ib. No. 1 Packer...) June 21 15 16 11%| as estimated at 36% higher than May; 1940. 
Visible Stocks (000's) as of ....... Apr. 30 13,016 13,230 12,362 | * *. Ss 
No. of Mos. Supply as of . ..| Apr. 30 5.89 6.02 7.09 Rubber. Late last week the Government | 
Boot and Shoe Production, Prs, *, ..| April 42,772 42,663 37,816 suspended private imports of crude rubber from 

——— eee — Sr ae ee the Far East and ordered a reduction of 20% in 

| RUBBER | civilian consumption for the next six months. 
Price cents pemlb:....6...640.0%% June 21 21.50 91.40 23.06 At the same time it was announced that tire prices 
Consumption, U.S. 1. ..6<. 0.060% May 106,159 63,305 51.571 would be frozen at the levels prevailing on June 
Stocks U.S. as of...............] May 31 71,187 71,374 54.51 3 16. Imports are now at the highest rate in history | 

| Tire Production (000's)........... April 5,183 5,686 5.099 but shipping uncertainties make it necessary to | 
| Tire Shipments (000's)............ April 6,050 5,529 5,01 0 safeguard supplies. 

| Tire Inventory (000's) as of....... Apr. 30 9,958 10,149 10,867 ° 7 

— Coffee. Higher prices have evoked fears of 

COCOA possible action by OPACS establishing ceilings. 
Price cents per Ilb............ June 21 8.13 8.10 5.08 It is also possible that Brazil may establish mini- 
Arrivals (bags 000's)............. May 537 468 272 mum prices. Uncertainties have cut market 
Warehouse Stocks (bags 000's)....| June 20 1,384 1,391 1,056 interest. 

+ * . 

COFFEE Sugar. World sugar futures established new | 
Price cents per Ib. (c)....... — 1156 11% 1.50 seasonal highs last week, in anticipation that the | 
Imports, season to (bags 000' ).. bee ¢ VAM occ. 12 769 Cuban sugar institute would recommend extension 
U. S. Visible Supply (bags 000 ").. hn 4 9 162 2 893 1640 of several months in certificates identifying sugars 
Pan is a, i : ’ for delivery under world marketing quotas. 

SUGAR These certificates expire Aug. 31. Indications 
Price cents per Ib. | are that another increase may be made in domestic 

elt prone 353 3.50 ova refined quotas, in order to halt the rise in prices, 
Refined (Immediate Shipments). . June 21 5.05-5.10 5.10 4.50 oe alin _ ig are —— | 
U. S. Deliveries (000's)*.......... May 513 587 yee nventory accumulation, both private and trade, 
US. Stack “fic are held responsible for the upturn. 
ocks (000's)* as of (rr)..... May 31 1,000 933 1,088 
t—Long tons. *—Short tons. (a)—Million pounds. (ac : imi 
ieee Meee _ p (ac)—Actual. (c)—Santos No. 4. N. ¥. (p)}—Preliminary. ()—Raw and 
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Money and Banking 
Latest Previous Year 
= Date Week Week Ago COMMENTS 
INTEREST RATES | 
Time Money (60-90 days)......... June 21 114% 114% 114% | Excess reserves of all member banks declined 
Prime Commercial Paper.......... June 21 18-34% 1h-34% Yo-34% in the week ended June 18, to the lowest levels 
Call Money....... eee June 21 1% 1% 1% since Jan. 3, 1940. Income tax payments and 
Re-discount Rate, N. Y. June 21 1% 1% 1% the resulting increase in Treasury balances were 
ar chiefly responsible for this latest decline in excess 
CREDIT (millions of $) reserves. Since the record high of last October, 
Bank Clearings (outside N. Y.).....| June 14 73,326 3,532 2,674 excess reserves have been reduced by $1,630,- 
Cumulative year's total to......... May 31 FiU9TO. 3... 55,059 000,000. 
Bank Clearings, N. Y. June 14 3,571 4,392 2,794 ’ ee 26 5 
Cumulative year's total to May 31 pS | re ere 70,572 Loans to commerce, industry and agriculture 
F. R. Member Banks continue to mount. The latest statement of New 
Loans and Investments -.5>] Gimedt 28431 28,061 23,661 York City Member Banks showed an increase 
Commercial, Agr., Ind. Loans...| June 11 5,764 5,706 4,377 of $17,000,000. This was the eighth consecu- 
Leek, ler 19 19,496 tose o,ang | tt Mealy inciesse: end brought the total f0 4 
Invest. in Govt. Gtd. Securities...| June 11 3,037 3,030 a ee 
Other Securities June 11 3,660 3,692 3,578 A di t t ae ee ee 
| Demand Deposits June 11 24,071 23,888 20,615 ee es ee ee 
Tico Eien pei r 5 408 5 416 5314 close of the Government's fiscal year will find 
“ P , ‘ Treasury collections a billion dollars greater than 
| New York City Member Banks Sere sphere 3 
| ar had been expected. It is estimated that total 
| Total Loans and Invest June 18 11,761 11,769 9,241 Hecti ‘il § ‘li Thi 
Comm’! Ind. and Agr. Loens June 18 2,297 2,210 | sg ety i bition. . 
a Bice pages 340 347 994 would mark the first time that the 1920 recor 
Lc Uk © Seite alae 5 270 5 965 3.998 of $6,694,565,389 has been surpassed. In his 
es : ; f 
invest. in Gov't Géd. Securities rnp 1716 1799 1979 budget message last January, President Roosevelt 
a * 4 , stimated current receipts at $7,653,000,000. 
Other Securities June 18 = 1,355 1,376 1,270 . iba ee 
Demand Deposits June 18 10,879 11,048 9,541 ey 
Time Deposits as 7214 721 668 The OPM reports that bank loans to defense 
Federal Reserve Banks manufacturers have reached a total of $1,093,- 
Member Bank Reserve Balance June 18 13,131 13,312 13,712 000,000. Such loans represented about 8% of 
Money in Circulation June 18 9,433 9,393 7,741 total commercial loans of 321 banks covered by 
Gold Stock June18 29,612 22,593 19,769 the OPM survey. 
Treasury Currency June 18 3,142 3,138 3,011 eee 
Treasury Cash June 18 2,258 2,240 2,204 Total sales of defense bonds and savings stamps 
Excess Reserves June 18 5,310 5,490 6,770 in May amounted to $441,782,000. More 
|}——__—__— ee than a million bonds were bought in the first 
Latest Previous Year month of their public sale. Banks were outselling 
NEW FINANCING (millions of $) Month Month Ago the post offices. The drive for increased sales is 
Corporate May 261 148 112 gathering momentum and should find increasing 
—_ Capile May 64 40 29 response in sales figures. 
efunding May 197 108 83 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of 1941 Indexes 1941 Indexes 
Issues 1925 Close—100) High Low June 14 June 21 (Nov. 14, 1936 Close--100) High Low June 14 June 21 
1290 COMBINED AVERAGE 56.9 46.3 499 49.6 100 HIGH PRICED STOCKS 60.10 51.01 54.48 54.44 
100 LOW PRICED STOCKS 48.23 37.78 40.47 40.12 
4 Agriculture! Implements 92.1 72.2 87.0 87.7 3 Liquor (1932 Cl.—-100) 16:2 1745 1622 t202 
9 Aircraft (1927 Cl.—100) 183.9 137.1 161.9 159.1 9 Machinery 1449 88.0 96.6 959 
4 Air Lines (1934 Cl.—100) 314.1 198.9 216.3 221.4 2 Mail Order 15.6 64.3 69.1 69.2 
6 Amusements 24.2 20.8 21.7 27,2 4 Meat Packing S32 40:3 45:D 43.0 
14 Automobile Accessories 95:7 74.8 80.5 79.7 11 Metals, non-Ferrous 138.60 109:5 1992 116.7 
13 Automobiles 11.1 5 8.1 7.8 3 Paper 13.6 11.0 12.3 12.0 
3 Baking (1926 C 100) 10.7 r Bm 8.2 eA 21 Petroleum 80.5 61.4 719.3 717.8 
3 Business Machines 98.0 86.5 i. 92.2 18 Public Utilities 38.6 93.3 25.1 24.9 
2 Bus Lines (1926 € 100) 64.3 43.9 47.7 49.5 3 Radio (1927 Cl. 100) 99 6.7 Lo 7.8 
8 Chemicels 159.0 135.5 149.2 150.0 9 Railroad Equipment 48.0 36.3 41.3 43.1 
18 Constructior 26.1 19.5 21.9 22.7 17 Reilroads 94 1,5 8.8 8.5 
5 Containers 203.7 166.0 178.9 181.0 2 Realty 8.6 1.6 1.8 1.8 
10 Copper & Brass 28.8 68.2 77.8 16.6 2 Shipbuilding 127.5 102.3 117;4 1179 
2 Dairy Products 27.6 25.5 26.5 $26 7 12 Steel & lron 82.6 62.8 69.3 68.3 
6 Department Stores 19.7 16.7 18.9 19.1 2 Suger 26.1 Pr 24.9 26.th 
6 Drugs & Toilet Articles o9.7 31.1 32.6 32.6 2 Sulphur 165.7 1640 ° 473,7 75.6 
2 Finance Compenie: 182.3 1348 1400 138.3 3 Telephone & Telegraph 40.7 33:2 37:6 366 
7 Food Brands $2.7 149 19.5 19.5 2 Textiles 48.5 33.0 39.1 39.0 
2 Food Stores 45.2 36.7 39.9 39.3 3 Tires & Rubber 7 9.5 10.5 10.3 
4 Fusniture 42.2 33.6 36.0 36.1 4 lobecco lay) 62.1 65.6 67.2 
2 Gold Mining 103.8 587.6 608.5 603.3 3 Variety Stores 213,7--184.8 195.2 198.2 
6 Investment [rusts 19.2 15.1 5.8 5.4 19 Unclassified (1940 Cl.—100). 105.7 86.3 944 932.6 
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The Personal Service Department of THE MaGazine or WaALut Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Continental Baking "B" 


As a stockholder having 500 “B” shares 
in Continental Baking for which I paid 13° 
some time ago, I am vitally interested in 
securing your advice now in view of the con- 
templated recapitalization plan which is be- 
lieved to be imminent. What are the possi- 
bilities of such 
should the “B” stock stand to gain or lose? 
Aside from the proposed plan, is it probable 
that the “B” stock will come out of the red 
this year? Are bread sales being maintained 
at high first quarter levels? Have the prof- 
itable cake and pastry lines begun to respond 
to rising consumer buying power? How far 
has distribution of the Company’s new bread 


recapitalization and how 


milled under “peeling” process progressed 

and with what consumer reception? Are 
profiis any higher on this product? How 
does Continental stand in relation to taxes? 
Your assistance will be highly appreciated. 


F. M., Harrisburg, Pa. 


It appears that the long awaited 
recapitalization plan for Continental 
Baking Co. will soon be presented. 
A meeting of stockholders has been 
called for July 15, 1941, to vote on 
a plan which will materially improve 
the capital structure of the com 
pany. According to the plan, a copy 
of which will be sent to stockhold 
ers in the near future, calls for a 
proposed debt of $17,500,000 which 
it is planned will be used to acquire 
approximately 165,000 shares of the 
preferred stock at not 
$105 per share. It is proposed that 
the A and B stocks be exchanged 


exceeding 
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for new common stocks at the rate 
of three shares of new common for 
each share of outstanding “A” stock 
and one share of new common for 
each ten shares of the B stock now 
outstanding. If the plan is consum- 
mated it appears that the new com- 
mon stock would be benefited by 
the substitution of a debt carrying 
interest. requirements of approxi- 
mately 3.35 per cent against current 
requirements on the 8 per cent pre- 
ferred stock. Also a saving in taxes 
by reduction of the company’s lia- 
bility for Federal income 
taxes payments on 


normal 
since interest 
such debts are presently deductible 
from taxable income and that such 
het savings during the first vear of 
the plan would approximate $900, 
000. Assuming that the plan had 
been in effect as so stated, 1938 re 
sults would have produced a profit 
of $1.98 per new common 
£1.72 profit in 1989 and $L.12 per 
share in 1940. No dividends have 
been paid on the “3 stock at auhy 


share, 


time since the organization of the 
company and based on past records 
it does not appear likely that such 
under the 


In a possibility present 


capital set-up. Lf however, the plan 
is accepted and the company is re 
capitalized the “B” stockholders will 
have a 


then chance for dividends 





since the new stock will have earn- 
ing power. According to the record 
earnings applicable to the “B” stock 
after dividend requirements on the 
preferred and prior obligations has 
not produced a profit since the year 
1929 when 12 cents per share was 
earned, deficits ran as high as $1.78 
per share in the year 1935. Even 
though the present “B” stockholders 
would receive only one share for 
ten on a comparable basis, 1938 
earnings would have been 19.8 cents 
per share, 1939 17.2 cents per share 
and in 1940 11.2 cents per share. 
Therefore it would appear that such 
x plan which is being considered by 
the company at thts time would be 
beneficial to present “B” stock- 
holders. 

Continental Baking Co. seems to 
be leading the bread industry in 
earnings improvement in 1941 and 
logically so since it is the largest of 
the bread bakers. The first quarter 
was the best since 1938 and from all 
indications it appears that these fa- 
vorable results have a good chance 
of continuing throughout the year. 
The introduction of a new bread, 
which is made with flour milled un- 
der a “peeling” process is now on 
sale in some of the larger cities and 
is receiving good consumer response. 
It is planned that this new type of 
bread will be offered and extended 
to other important retail markets 
This process is hatled as a great de 
velopment in that it is able to re- 
move the outer splintry hull of the 
wheat grain and at the same time 
all of the healthf 


tritious elements of the w 


retain 


thought that the company will con 
license it to 


trol this patent but 


other manufacturers on a royalty 
basis 

Che market action of the securt 
ties of the company have been fa 


vorable with the exception of course 
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the “B” stock which is selling at 
only a nominal price at this time. 
The financial position at the close 
of the year was favorable with total 
current assets of $9,726,666 as com- 
pared with total current liabilities 
of $2,232,672. Cash on hand and 
included in total current assets was 
$5,947,912. Operating costs at this 
time are somewhat higher as is the 
cost of raw material ingredients but 
in view of the increasing demand 
and more widely diffused purchasing 
power it is quite possible that these 
increased costs will be more than 
offset with conditions as they are 
today. The tax burden of course, 
will probably be increased, but all 
in all we feel that if the plan is con- 
summated for the recapitalization of 
the company that the new common 
stock would have speculative appeal 
and would obviously place the com- 
pany in a better position, giving 
equity stockholders a chance for 
some consideration in dividends. 
Therefore, we feel that the stock is 
worthy of retention as a speculation 
upon this new plan of recapitaliza- 
tion which the company is report- 
edly working upon. 





American Can Co. 


Because I have found your advice on spe- 
cific issues unusually correct, I am again 
calling on your analysts for counsel on my 
75-share mvestment in American Can for 
which I paid 83. I am frankly worried about 
my tnvestment in this Company and wonder 
if tt would not be good judgment to relin- 
quish my holdings now while this stock 
stands only a few pots below my original 
purchase price. I note that increasing sales 
volume has meant little or nothing in the 
way of higher profits because of taxes and 
costs. I also fear the growing shortage of 
ten and Government priorities control. Under 
both of these influences I can’t see what 
hopes are ahead other than an uncertain fu- 
ture for American Can, with the growing 
possibility that declining net will ultimately 
have tts effects on dividends. Do you fed 
that greater concentration on paper contain- 
ers should materially aid earnings? At pres- 
ent productive capacity and sales are sub- 
stantial profits being made on paper con- 
tainers? How do costs on production of the 
latter compare with cans? How large a sup- 
ply of tin does the Company have now? 
Are prices higher on packer’ s can and gen- 
eral line cans? Has the U. 8. Government 
set restrictions on can production? Would 
you suggest that I continue to hold my 
shares or anticipate the worst and sell 


out now?—Mrs. T. E., Tallahassee, Fla 


At current levels of about $80 a 
share American Can Co. is selling 
to yield approximately 5 per cent, 
based upon 1940 distributions of $4 


per share. Marketwise the stock 
does not have or experience volatile 
action which is characteristic of its 
mvestment calibre. While earnings 
have been declining somewhat in 
face of increasing dollar sale it is 
believed that the main reason for 
such a decline is the increasing tax 
burden which during the year 1940 
approximated $1,000,000 a month. 
Such imposts in all probability will 
increase instead of diminish over 
the near term and unless sales show 
a more substantial improvement 
than the 15 per cent in the first two 
months of 1941 earnings may de- 
cline somewhat further. The busi- 
ness in the past has been mainly in 
packers cans which approximate 
£0 per cent of the total output, with 
the balance being in general line 
containers. Paper containers have 
not been relatively important to the 
company and for the year 1939 just 
about reached the break-even point. 
This division in 1940 however 
showed a worthwhile improvement. 
Present annual capacity is in the 
neighborhood of 700,000,000 con- 
tainers and it is believed that the 
small profit received from this divi- 
sion in 1940, which was ploughed 
back into the business, will show an 
improvement in 1941. Milk con- 
tainers are also meeting with favor- 
able demand and percentage of in- 
crease in the year 1940 over 1939 is 
reported to have been the best 
achieved up to this time. The sup- 
ply of tin which is used in consider- 
able quantities is not as discourag- 
ing as it appeared some time ago 
since stocks in this country are in- 
creasing. A supply equal to approxi- 
mately fifteen months’ needs is now 
available, allowing sufficient time 
for the industry to make whatever 
adjustment necessary should the 
supply from the Far East be sub- 
stantially curtailed or eliminated. 
Imports of the metal are being made 
as fast as possible in view of the 
possibility of such a condition. 
With earnings of $5.88 per share 
for the year 1940 it does not seem 
that the dividend is particularly en- 
dangered as it approximated only 
68 per cent of earnings. The finan- 
cial position of the company as usual 
remains outstandingly strong and 
with the lowering of the interest rate 
to 2 per cent from 2% per cent on 
the $10,000,000 of debentures origi- 
nally due on February 1, 1949, sub- 
sequently extended to February 1, 


1951, an additional saving will be 
realized. So far there has not been 
any restriction placed upon the 
manufacturing of tin cans but it is 
expected that if a shortage should 
develop that the consumption for 
such purposes will be curtailed as 
much as possible although such a 
condition would seem to be a ques- 
tion for the future. 

At this time in view of the funda- 
mental factors relating to American 
Can Co. and its well entrenched po- 
sition in its field we do not see any 
reason to become unduly alarmed 
over 1941 distributions which should 
compare favorably with those made 
in 1940. The long term outlook 
however, assuming that the com- 
pany did not endeavor to diversify 
its business or to take steps to off- 
set curtailment of the use of tin it 
would be another story. But, the 
paper division is improving, did 
make money in 1940 and is expected 
to increase profit margins in 1941 
attesting to the alertness and saga- 
cious management of the company 
to meet existing conditions and for- 
tify itself against possible contingen- 
cies. Therefore we feel that your 
stock is worthy of retention as an 
investment issue well established in 
its field. 





Air Reduction Co. 


Is it the opinion of your analysts that Air 
Reduction wil be able to maintain the earn- 
ings improvement shown for the first quarter 
of this year allowing for the heavy 1941 taz 
burden? What factors account for the favor- 
able net showing for this Company while 
the chemical industry as a whole has shown 
a decline in net? Do you believe that the 
“pinch” of higher labor costs on top of 
taxes will soon be felt by this Company? 
Is Air Reduction in a position to fill the 
needs for gas essential to welding on ship- 
building without reducing its supply to the 
steel, railroad and metal trades industries? 
What should curtailment of automobile pro 
duction for civilian use mean to Air Redue- 
tion? What should large scale commercial 
production of raw materials needed for syn- 
thetic rubber production. mean to earnings? 
I should like you to appraise the profit out- 
look from all of the Company’s markets 
the above mentioned and liquid carbon diox 
ide, medical Gases and other chemical prod- 
ucts balanced against such offsetting factors 
as taxes, costs of production, labor expansion, 
ete. In conclusion, I wish to know how you 
regard the appreciation prospects . .. whether 
the 1940 high of 58% should be attainable 
over the near term? I have 50 shares bought 
at 56°%%.—L. O., Norwalk, Conn. 


In the quarter which ended 
Varch 31, 1941, Air Reduction Co. 
earned 71 cents per common share 
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as against 53 cents per share for the 
corresponding period of 1940. This 
is a favorable showing in that the 
company was able to show improved 
earnings over the 1940 period in face 
of the higher tax burdens and in- 
creasing costs. It appears that the 
reason for this favorable showing is 
the result of supplying materials 
and equipment to the expanding 
steel industry and the various metal 
trades. The company has broadened 
its list of products having added 
electric welding which is an essen- 
tial to the shipbuilding industry and 
handled as a part of its vast busi- 
ness. Contrary to the trend in the 
chemical industry, these lines of the 
company have been extended and 
ere showing increasing profits. An 
expansion program is planned for 
the year 1941 and in view of the 
strong financial position of the com- 
pany it is believed that it can be 
handled without additional financ- 
ing. Air Reduction being well en- 
trenched in its field, will not be 
caught in a pincer movement of 
higher taxes and increased operat- 
ing costs since there does not appear 
to be a ceiling for prices of refined 
and finished products manufactured 
by the company. It supplies the 
necessary elements for welding used 
extensively in shipbuilding, steel, 
railroad and metal trade industries. 
It is not believed that curtailment 
of the automobile production will 
have a material effect due to the 
expansion of our mechanized forces 
which should go a long way toward 
offsetting the decline in domestic 
automobile production. One of the 
important divisions of the expan- 
sion program for the year will be to 
supply certain raw materials used 
in making one of the types of syn- 
thetic rubber. The complete details 
have not been completed but it is 
believed that it will be the type 
made by DuPont known as “neo- 
prene.’ The company plans to 
write off this expenditure under a 
five-year amortization program 
which is made possible under recent 
defense legislation. Sales in 1940 
were the largest in the company’s 
history and about 40 per cent of 
the increase in sales during the past 
five years has been due to the de- 
velopment of new products and to 
new uses for the company’s estab- 
lished products. In view of this ex- 
pansion coupled with a strong finan- 
cial position, good investments in 
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Seal. 


by the Webster definition, is “a standard 
of perfection. beauty. or excellence.” 








Here at Gulf, we define Ideal as a standard of per- | 


causes us to make these products better than they 


need be to do the job for which they are intended. 





GULF OIL CORPORATION...GULF REFINING COMPANY 
3800 Gulf Building, Pittsburgh, Pa. 








fection in petroleum products. A standard which 











companies such as United States 
Industrial Alcohol and Vanadium 
Steel all tend to forecast a favor- 
able future for this company. United 
States Industrial Alcohol recently 
declared a dividend of 25 cents per 
share which is the first since 1936 
and with a 25 per cent interest in 
the company such a payment is im- 
portant to Air Reduction. Vana- 
dium Corporation which paid $1.50 
per share last year is expected to 
pay at least as much this year which 
W ill also hav e a fay orable effect 
upon earnings of the company. The 
earnings of 71 cents per share in the 


first quarter of 1941 did not include 
any dividends from Vanadium Corp. 
or U. S. Industrial Alcohol, attest- 
ing to the improvement for com 
pany’s own business. 

It is our belief that dividend dis 
tributions for Air Reduction Co. f 
the vear 1941 will compare favor- 
ably with the $1 regular dividend 
and 75 cents extra paid in the yea 
1940. General market conditions 
however will be a deciding factor 
as to whether the stock will reach 
the 1940 high, but the stock has ap- 
preciation possibilities and is worthy 
of retention as a semi-investment 
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American Smelting & Refining Co. 


Can you help me clarify the investment 
possibilities of American Smelting & Refin- 
ing now? I have 75 shares purchased at 48. 
On the one hand I see this Company as an 
important beneficiary of our National De- 
fense Program with its unsatiable demand 
for metals—and on the other a Company 
caught between a vise of Government price 
controls, high labor costs, increased transpor- 
tation charges, and taxes. I have been grate- 
ful for the improvement in the price of this 
stock, and have been holding it, but not 
overlooking the fact that its price of around 
40 might soon give way to more stringent 
regulation of this Company’s activities under 
the existing state of “unlimited emergency” 
and announcement of the 1941 tax program. 
Will you please report how earnings are now 
running—how much above the $4.21 earned 
last year? Can 1941 per share net be esti- 
mated? What should the recent Boston Navy 
status of 
operations in all of the Company’s channels 
of production 
posed $5,000,000 zinc refinery? Realizing that 
I can get very close to my money back by 


Yard award mean to profits... 


. implications of the pro- 


selling now, would you advise me to do so? 
—or shall I hold with a reasonable assurance 
of continuing strength in my shares?—C. C. 
S., Charleston,-S. C. 


Your question is exceptionally 
well worded in view of the fact that 
on the one hand American Smelting 
& Refining Co. is an important bene- 
ficiary of our National Defense pro- 
gram, while on the other hand Gov- 
ernment price controls, higher labor 
costs, Increased _ transportation 
charges and taxes may go a long 
way toward offsetting this favorable 
factor. This is borne out by the fact 
that the company, after all charges 


except taxes on income and corpo- 


rate taxes not directly charged to 
operating expenses, increased earn- 
ings by $2,517,166 over 1939, which 
was equal to $1.15 per share of com- 
mon stock per annum but the said 
iaxes In 1940 increased over 1939 
by $2,839,106 or $1.30 per share of 
common stock. This brings the pic- 
ture very clearly home and shows 
why per share earnings for the year 
1940 of $4.21 were less than the 
*4.36 per share for the year 1939. 
With the tax burden which is tend- 
ing to increase instead of diminish, 
it is believed that a continuation of 
this trend may further cut into net 
carnings and severely restrict any 
carnings expansion as long as our 
present emergency lasts. 

As to the fundamental condition 
and position of American Smelting 
& Refining Co. it is the largest smel- 
ter and refiner of non-ferrous met- 
als with carried on 
throughout the world. Business has 


operations 


been primarily that of a custom 
smelting and refining company but 
a substantial portion also has been 
that of mining covering a period of 
about thirty years. The business of 
the company and its subsidiaries 
collectively includes mining and 
milling non-ferrous ores; purchasing 
non-ferrous ores and concentrates 
produced by others; smelting non- 
ferrous ores and concentrates; refin- 
ing crude metals produced by the 
company and its subsidiaries and 
purchased from others; selling re- 
fined metals; smelting and refining 
non-ferrous products of other mines, 
mills and smelters on toll, i.e., treat- 
ing the products and returning re- 
fined metals in consideration of a 
working charge in money and met- 
als; recovering and selling of non- 
ferrous by-products derived from 
smelting and refining operations: 
buying of non-ferrous scrap metals 
and other secondaries and recondi- 
tioning this material and selling it 
in the form of mixed metals and 
semi-fabricated metals, i.e., alumi- 
num, brass and copper ingots, bab- 
bitts, solders, special alloys, tin 
products, etc.; manufacturing, fab- 
ricating and selling of non-ferrous 
metal products; mining coal and 
producing coke principally for use 
of the company and its subsidiaries. 
Due to the demand for copper, zinc 
and lead, operations were carried on 
at virtual capacity in this country 
and are still being carried on at un- 
precedented rates. Tonnage was 
further increased since mines out- 
side of the United States which for- 
merly shipped to smelters and refin- 
ers in Norway, Belgium and France 
were unable to do so, thereby send- 
ing their business to this country 
for refining purposes. Expansion 
programs are being carried on as is 
brought out with the contracts with 
the Metals Reserve Co. for the con- 
struction of an electrolytic zine re- 
finery located in Corpus Christi, 
$5,000,000. 
Capacity of this plant, built with 
the company’s own funds, will be 
approximately 2,000 tons of refined 
zine each month. The receipt of the 
order for 500,000 pounds of refined 
lead to supply the Boston Navy 
Yard is construed as favorable while 
other orders such as 900,000 pounds 
for the Newport Navy Yard and an 
additional 400,000 pounds for Bos- 
ton Yard are in the realm of possi- 
bility. Copper dealings in April 


Texas, costing about 


were at a high level but approxi- 
mately 11,000 tons under the record 
level of March in spite of increased 
Latin American deliveries. It is be- 
lieved however that the demand 
will increase and the company’s out- 
put will remain extremely high 
throughout the “unlimited emer- 
gency” for the country. 


It is not expected that 1941 earn- 
ings will show any substantial im- 
provement over 1940 nor that divi- 
dends will be in excess of the 1940 
total. The company’s interests in 
Mexico have been improved by the 
settlement of a strike and other in- 
terests outside of the United States 
appear to be somewhat clarified and 
improved, lending a favorable as- 
pect to the future of the company 
at this time. It is our conclusion 
that the stock of this company is 
worthy of retention at this time. 





American Cyanamid "B" 


I have 50 shares of American Cyanamid 
“B” bought at 401%. I have been consideriny 
an additional 50-share purchase, hesitant 
however, because of the effects that taxes 
might have on this Company .. . only to 
see this stock climb from its 1941 low. Hou 
do you evaluate the prospect of this stock 
from an earnings and market appreciation 
standpoint at current levels of around 35/ 
Are earnings currently doing better than the 
first quarter? Which of the Company’s divi- 
sions is contributing profits to the largest 
extent? Have profits begun to be realized 
from basic materials the Company is produc- 
ing for synthetic rubber manufacture? What 
headway is American Cyanamid making in 
the highly competitive yet profitable plastic 
fields? What new products have been devel- 
oped as a result of recent research—with 
what profit possibilities? Considering all fac- 
tors of increasing volume, new products, ete., 
do you believe that taxes and costs can be 
offset sufficiently to result in earnings this 
year in excess of the $2.44 earned in 1940? 
What do you know of operations of the Com- 
pany’s Canadian plant and affiliate? Please 
benefit me with your advice—E. FE. S., 
Akron, Ohio. 

American Cyanamid, founded 
early in this century as a manufac- 
turer of agricultural chemicals, has 
since expanded its line of products 
to a point where they now include 
dyes, drugs, plastics, sulfanilamide 
and basic materials for the manu- 
facture of synthetic rubber of the 
huna type. Several of the company’s 
products are comparatively recent 
developments and are filling the 
places formerly held by other chemi 
cals only obtainable from foreign 
sources. Explosives are also manu- 
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factured although the bulk of such 
production will be in the new Cana- 
dian plant started last July. In 
addition to commercial and agricul- 
tural chemicals the line includes 
biological medical products, gypsum 
building materials, pharmaceuticals, 
surgical sutures, insecticides and 
fumigants. In the early days of the 
company it was very important in 
the fertilizer field but today this 
business accounts for only about 
10 per cent of gross sales. In recent 
years the company has embarked 
upon a long range research program 
to develop all possibilities in the old- 
est basic raw chemical material, cal- 
cium cyanamid. The __ industrial 
chemical field, dyes, drugs and what 
are often termed as the biologicals 
are of increasing importance to 
the company such as_ sulfanil- 
amide and its many derivatives 
and improved and enlarged uses 
which a few years ago were virtu- 
ally unknown reached an_ out- 
put of approximately 700,000 
pounds, manufactured by six com- 
panies: in the year 1939. The com- 
pany has discovered a new and im- 
proved material for lacquers and 
plastics called melamine which can 
be produced in all colors, is odorless 
and weatherproof and appears to 
have a tremendous future in an ex- 
panding field of usefulness. Another 
recent development is the new tech- 
nique for producing acrylo-nitrile 
which is becoming increasingly im- 
portant in our National Defense 
efforts since it is one of the elements 
used in buna synthetic rubber. En- 
trance into the field of plastics and 
lacquers developed from cyanamid 
is reported to have unusual qualities 
and good possibilities. 

In the quarter ending March $1, 
1941, the company earned 61 cents 
per common share as against 54 
cents per share for the corresponding 
period of 1940. The quarterly prof- 
its of 53 cents per share for the 1940 
quarter have been adjusted for 
higher taxes, ete., so that the com- 
parison with 1941 results is plainly 
discernible. On a fiscal year basis 
the company has an excess profits 
tax credit of $1.73 per share on an 
invested capital wh and $1.52 per 
share on an average earnings base. 
There has been some conjecture as 
to whether this company, due to its 
expanding fields of operations, would 
be placed in the group of growth 
stocks under which it would enjoy 
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DIVIDEND NOTICES 











6.8. ie “ 
AMERICAN CAR AND FOUNDRY UNITED FRUIT COMPANY 


COMPANY DIVIDEND NO. 168 


30 C RCH STR 
0 CHURCI sno A dividend of one dollar per share on the 


New York, N. \ } @apital stock of this Company has been declared 
iiacas hal leans denial cole cdinataa payable July 15, 1941, to stockholders of record 
rere has been declared a quarterly dividenc at the close of business June 19, 1941. 


of one and three-quarters per cent (134%) 
on the preferred capital stock of this Com- 
pany, payable July 7, 1941 to the holders — 
of record of said stock at the close of busi- 
ness June 27, 1941 

Transter books will not be closed. Checks 
will be mailed by Guaranty Trust Company 
of New York 


LIONEL W. UDELL, Treasurer. 








UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held June 
| 12, 1941, declared a dividend for the second 
CHARLES J. Harpy, President | quarter of the year 1941, of 75c a share on the 
Howarp C. Wick, Secretary | Common Stock of Underwood Elliott Fisher 
> ri 7 oie Nee e |} Company, payable June 30, 1941, to stockholders 
June 12,1941 of record at the close of business June 21, 1941. 
Transfer books will not be closed. 
C. S. DUNCAN, Treasurer. 


LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" | 











June 12, 1941 | A MESSAGE TO PRESIDENTS 
HE Board of Directors on June 10th, : . ene 
1941 declared a dividend at the rate of Create investor confidence in your securities 


50c. per share on the outstanding Common 
Stock of this Company, payable on June 
30th, 1941 to stockholders of record at the 
close of business on June 20th, 1941 
Checks will be mailed 
DAVID BERNSTEIN 
Vice President & Treasurer 


by publishing your dividend notices, when de- 
clared, in these columns. Such publication 
brings the investment features of your stock 
to the attention of stockhoders of record who 
read The Magazine of Wall Street consistently 
| for financial guidance. 
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preferential treatment as to taxation. 

In view of the pressing needs for 
chemicals in this machine age, it is 
believed that volume of business 
will continue to expand in scope and 
increase in value assuring an expan- 
sion in profit margins over those 
experienced in 1940. The company 
should continue favorable treat- 
ment to stockholders in the form of 
dividends, either in cash or by stock 
dividends, during the year 1941. 
Consequently, it is our opinion that 
the stock of this company is worthy 
of retention as a semi-speculation 
in a growing industry warranting 
additional purchases when a favor- 
able construction is placed upon the 
market by the MaGazine. 





Bristol-Myers Co. 


Would you recommend buying Bristol- 
Myers at today’s market price as an out- 
standing moderate priced investment for in- 
come and appreciation? I put such a ques- 
tion to you because I happen to have 75 
shares bought at 40. With this stock around 
39 I should not like to hold unless I can 
expect some further improvement in Bristol- 
Myers marketwise. What is your opinion of 
this Company’s outlook? Do you believe that 
modest improvement for the first quarter of 
this year over last, was primarily due to the 
epidemic of flu and colds? ... or does 
emprovement reflect a general and more basic 
response in all of the Company lines to ris- 
mg consumer purchasing power? Are costs 
likely to overtake volume judging from the 
present trend in other industries? How does 
Bristol-Myers stand in relation to taxes? 
What is its competitive position now? Does 
the second quarter show any weakening in 
the upward trend in srles and earnings? 
Kindly give me your advice—O. J., Syra- 

iS 


cuse, N 

In the quarter ending March 31, 
1941, Bristol-Myers Co. earned 
$1.29 per share as against $1.13 per 
share for the comparable period of 
1940. On a twelve months earnings 
basis $3.91 per share was earned as 
compared with $3.35 for the pre- 
ceding twelve months period. The 
improving trend in earnings started 
in the latter half of 1940 and ap- 
pears to be continuing. The unsea- 
sonable weather during the winter, 
causing an epidemic of influenza and 
colds which were more or less preva- 
lent throughout the country, aided 
earnings of the company, but the 
favorable factor was that virtually 
all major lines of the company’s 
products showed an increase. This 
is true of divisions where health con 
ditions were not a dominating fac- 


tor. In periods of good business 
sales of the company usually ex- 
perience an increasing trend. With 
a more widely diffused purchasing 
power the public tends to look to 
their health and odd as it may seem, 
to take better care of themselves. 

It is interesting to note that of 
the total consolidated operating 
profit of Bristol-Myers Co. for the 
year 1940 in terms of U. S. dollars, 
approximately 10 per cent-was rep- 
resented by profits received from 
business done in countries outside 
the United States. More than four- 
fifths of this amount was obtained 
in Canada, Australia and Mexico. 
three countries which, for a number 
of years, have been important con- 
tributors to the company’s foreign 
profits. The remaining portion came 
mainly from South America, South 
Africa, England, Cuba and_ the 
United States. Territorial Posses- 
sions. In belligerent countries the 
only substantial investments are in 
plants, machinery and equipment lo- 
cated in Canada and Australia. The 
company is somewhat vulnerable 
however in the importation of cer- 
tain raw material such as tin, used 
in the manufacture of collapsible 
tubes, and bristles required for mak- 
ing brushes. The company, working 
upon substitutes, has not as yet 
solved the question of artificial 
bristles but has been aided some- 
what by a new discovery. Research 
is being continued and expanded in 
an effort to make it as immune as 
possible to outside influences. 

The financial position of the com- 
pany is strong and the capitalization 
simple. Dividends have been paid 
for several years at the annual rate 
of $2.40 per share plus extras when 
conditions appear favorable and it 
is believed that 1941 distributions 
will compare favorably with the 
*2.40 plus 15 cents extra paid in 
1940. The company’s tax status 
however, is not one of great opti- 
mism although on an average earn- 
ings base the estimated excess prof- 
its tax credit is approximately $3.16 
per share as compared with a capital] 
hase credit of 91 cents per share. 
Costs in all probability will increase 
as well as taxes and while it may 
not be likely that net earnings will 
keep pace it is believed that the fu- 
ture is sufficiently promising to war- 
rant semi-investment retention of 
the company’s stock at this time. 


The competitive position is strong 
and it is expected that the company 
will retain its dominant position in 
the industry. 





American Rolling Mill Co. 


For an investor already holding 100 
shares of American Rolling Mill, common 
(acquired at 26%4), and interested in ap- 
preciation as well as modest income would 
you recommend averaging with an additional 
75-share investment in this Company at its 
current price? Is it the judgment of your 
analysts that the tremendous earnings im- 
provement shown for the first quarter of 
1941 should continue throughout the year? 
Is volume being maintained at record March 
levels? Are labor and raw material costs 
now the same as in the first quarter which 
produced a net of $1.08 per share? From 
what sources have higher earnings come, and 
with what likelihood that the demand from 
these sources will continue? What propor- 
tion of earnings have come from the Com- 
pany’s royalties on its patented continuous 
rolling processes? How should Armco be af- 
fected by curtailment of civilian production 
in such lines requiring light steel as automo- 
biles, refrigerators, etc.? What is the extent 
of Armco’s participation in defense produc- 
tion, size of backlogs? Your assistance in 
helping me make up my mind now will be 
valued —N. Mc., Omaha, Neb. 


American Rolling Mill during the 
month of March is reported to have 
shipped a larger tonnage than in 
any previous month in its history. 
It is further believed that maximum 
productive capacity of the ingot 
producing units throughout the 
country will be required for the next 
cighteen months. The large output 
during March is attributed to the 
plant modernization program of the 
company. In view of the increasing 
demands for steel production the 
company has authorized the Shef- 
field Steel Corp. of Texas, a wholly- 
owned subsidiary, to build and 
operate an entirely new steel plant 
on the ship canal near Houston, 
Texas. Part of the cost is being 
financed by the RFC, while bal- 
ance is being supplied for working 
capital by American Rolling Mill 
Co. A new blast furnace with an 
estimated daily capacity of 1,000 
tons costing approximately $5,000,- 
000 is being constructed at the Ash 
land, Ky., plant. 

The recent increase in wages of 
10 cents per hour and a modifica- 
tion of the “vacation with pay” plan 
is estimated to add about $4,000,000 
a year to operating costs on the 
present rate of operations. While 
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this is a sizable amount it was 
stated in the annual statement for 
1940 that the company had not lost 
a single pound of production or an 
hour’s wages because of labor dis- 
putes. Of course costs cannot con- 
tinue to increase indefinitely since 
labor and raw materials now repre- 
sent approximately 85 per cent of 
every dollar of industrial sales. It is 
believed that 1941 results will com- 
pare favorably with the levels of 
earnings in the first quarter of 1941. 
During the year 1940 net income 
from royalties and joint ventures 
was $1,397,241, which represents the 
major part of “other income cred- 
its” totaling $2,160,763 for the year. 
This was slightly less than the 
amounts reported in 1939 but still 
represented approximately 23 per 
cent of profits from operations and 
about 12 per cent of gross income. 
It is understood that unfilled orders 
of the company are rather widely 
diversified and that steel for defense 
purposes is accounting for an in- 
creasing proportion of the output 
for the products of the company. 

Dividend distributions during the 
year 1941 will continue liberal espe- 
cially so in comparison to treatment 
of stockholders in recent years. 
Therefore, it is our belief that your 
current commitment in the stocks 
is worthy of retention, although we 
caution against over-loading in any 
one security. 





Another Look At... 








(Continued from page 317) 


First quarter 1941 
$1.02 a share were practically equal 
to those of the same period of 1940. 
Because of losses incurred in the 
earlier quarters of the company’s 
fiscal year, it was not necessary to 
provide for normal or excess profits 
taxes. For the 9 months period 
ended March 31, 1941, the company 
lost $121,299 as compared with a 
loss of $148,892 in the same 9 months 
ended on March 81, 1940. The final 
3 months of the fiscal period which 
will end on June 30 should witness 
the elimination of the earlier losses, 
although the full 12 months results 
will probably fail to show any sub- 
stantial profits. The capital struc- 
ture is small, so that any improve 
ment in the company’s business will 


earnings of 
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quickly be reflected in earnings per 
share. This improvement, however, 
will be slight unless the company is 
able to supplement its regular busi- 
ness with defense contracts of fairly 
large volume. 


United States Foil Company 


As this company is now consti- 
tuted it is mostly a holding company 
for securities; among them being 
547,584 shares of Reynolds Metals 
Company which gives U. S. Foil 
control through ownership of 53.49 
per cent of the outstanding common 
stock. There are other securities 
held in the investment portfolio al- 
though the Reynolds Metals stock 
with a year end market value of 
$6,571,038 was by far the most im- 
portant item and the largest con- 
tributor to income. Other market- 
able securities were carried at a 
value of $507,542, while those upon 
which “market quotations are not 
available” were shown on the books 
at $749,901 after deducting $700,000 
reserves. 

Of the Reynolds Metals shares 
owned, 80,000 shares were pledged as 
collateral for a bank loan of $260,- 
000. From the entire portfolio, in- 
come of $165,146 was obtained last 
year and of that sum, $164,275 ac- 
crued from Reynolds Metals. The 
amount shown was only the divi- 
dends received and did not include 
U. S. Foil’s share of Reynolds’ un- 
distributed profits, which in this 
instance amounted to more than 
$987,000 and which would, if it had 
been included in net income, have 
brought earnings per share up close 
to $1. 

As the controlling interest of Rey- 
nolds Metals, new developments in 
that company have a strong bearing 
upon the position of U.S. Foil. For 
the first 8 months of 1941, Reynolds 
earned $0.86 a share as compared 
with $0.52 a share in the same pe- 
riod of 1940. Reynolds is fast com 
ing into prominence as the country’s 
second largest’ producer of 
aluminum and is, with the aid of the 
Federal Government, engaged in a 
wide program of expansion. Last 
vear, Reynolds Metals earned $2.10 
a share of common stock and this 
year the prospect is for a sharply 
better showing despite increased ex- 
penses and outlays for new produc- 
tion facilities. Over the longer term 
it is quite likely that Reynolds 


virgin 


Metals will be an important pro- 
ducer of aluminum, and as such 
should benefit greatly from the con- 
tinued high demand for the metal 
both for preparedness work and later 
for maintenance and commercial 
aircraft. 





Evaluating Farm Equipment 
Stocks in Today's Crisis 





(Continued from page 310) 


From an investment standpoint, 
the shares of the leading agricultural 
equipment manufacturers have re- 
tained much of their former attrac- 
tion. While the outlook is not for 
sharply higher earnings per share it 
is, nevertheless, satisfactory as far as 
maintenance of equities is concerned 
and dividend income should be con- 
tinued at least at 1940 levels in most 
cases. Because of its wider-than- 
average scope of interests—automo- 
bile trucks as well as farm ma- 
chines — International Harvester 
Company should retain its leading 
position in the industry. J. I. Case, 
Deere & Co. and Oliver Farm Equip- 
ment rank only slightly lower than 
the leader of the group despite the 
fact that they lack Harvester’s di- 
versification of products and domi- 
nant trade position. Minneapolis 
Moline should make a somewhat 
better showing than last year’s mod- 
est returns but still-unsettled pre- 
ferred dividend arrearages may re- 
sult in the company’s common stock 
lagging behind in any market that 
might prove favorable to the balance 
of the farm equipment shares. Of 
the entire group, International Har- 
vester and Deere & Co. shares offer 
perhaps the most attractive pros- 
pects for income and possible capital 
appreciation. 








The Prince and Pauper 
Steels 





(Continued from page 307) 


heavier sheets and strips which will 
find immediate use in the manufac 
ture of armament and munitions. 
Steel will be rationed to civilian 
users, although the results will be 
more of a problem for them than it 
will be for the steel industry which 
will be able to sell all of the steel 


331 





SR TIT) errr e 





that it can produce to other con- 
sumers, 

For a time, it seemed as if exports 
of steel would play a large part in 
the steel industry. Under normal 
circumstances, exports accounted for 
only about 5 per cent of the indus- 
try’s total production in this coun- 
try. The war quickly increased the 
foreign demand for steel with the 
result that 1940 exports represented 
approximately 17 per cent of our 
entire output. Except to Great 
Britain and Empire countries, a 
virtual embargo on steel shipments 
has been in force for some time. 
Now that the lease-lend law is in 
operation, Great Britain’s takings of 
finished steel have declined in pro- 
portion to the quantities of fabri- 
cated materials shipped. 

With steel in virtually a sellers’ 
market, steel prices should be on the 
upgrade. This is especially true in 
view of the higher prices demanded 
for coal, water-borne freight and 
labor. Under such conditions, an ad- 
vance in the price of steel would be 
justified if only to compensate the 
manufacturers for the higher cost of 
production. But, the Government 
has said no to any such designs al- 
though it is not improbable that the 
first refusal will subsequently be 
modified in the interest of greater 
output and even higher wages to 
come. Then too, much higher taxes 
present and to come, have been eat- 
ing into the steel makers’ profit 
margins and will continue to do so. 
The only mitigating factor at the 
moment is that the closer to full 
capacity the steel plants operate, the 
higher the profit margins or, as in 
this case, the easier it is to meet in- 
creased production expenses without 
undue suffering. 

The steel industry’s greatest single 
item of expense is labor. The pro- 
portion of gross revenues taken by 
labor, however, varies in inverse pro- 
portion to the volume of sales. Thus, 
in 1939, labor took about 37 per 
cent of the industry’s gross income 
as its share as compared with 35.5 
per cent in 1929. Plant improve- 
ments—such as continuous rolling— 
have increased the productive capac- 
ity of the individual worker but 
working week is now 40 hours as 
compared with 54 hours in 1929 and 
even longer in the period which went 
before. Despite a decline of approx- 
imately 25 per ceat in the number 
of hours worked weekly, average 


hourly earnings last May were 50% 
higher than they were at the be- 
ginning of the last upswing of the 
industrial cycle which began in 1926. 
Nevertheless, more steel is now com- 
ing out with proportionately less 
men than at any time in the indus- 
try’s history so that better wages 
are justified. If, however, the only 
increase in gross revenues must be 
the result of ever increasing volume 
of production, the high efficiency of 
the industry must be further in- 
creased and that would mean more 
work per man per hour in order to 
maintain wage levels. Until gross 
income can be increased, higher 
wages and other increased costs 
must be at the expense of the in- 
vestor who will not receive any in- 
creased return on his investment 
despite its present meager propor- 
tions. 

Taken as a whole, it is probable 
that the first quarter of 1941 repre- 
sented the peak of steel company 
earnings for the war period. Steel 
shipments and production were at 
high levels during the period and 
higher coal, coke and labor charges 
did not completely become effective 
until after the close of the quarter. 
Second quarter results will be 
shaded by the higher costs as well 
as the slight let down in production 
and shipments occasioned by the 
fairly brief coal strike while it is not 
probable that increasing shipments 
during the remainder of the year will 
be of sufficiently large volume to 
make for any improvement in net 
income. 

For the period of the duration, the 
steel industry can be expected to 
produce a series of new production 
and shipment records although after 
the war, the much enlarged capacity 
for production will lead to even 
heavier competition than in the past. 
When peace-time influences again 
prevail, light steels will resume their 
position of relative importance and 
the use of alloy steels will increase. 
The per-capita steel production in 
peace years will probably fail ever 
to reach 1929 levels unless new, and 
as yet unknown, consumer outlets 
are developed. The normally vola- 
tile earnings of the industry will 
again prevail although they will be 
magnified by currently added pro- 
duction capacity and future business 
will have to be at a very high rate 
to enable the industry to pass its 
break-even point. The “feast and 


famine” feature of the industry will 
remain but it would seem as if the 
feasts will be of relatively short 
duration and the period of future 
famines considerably lengthened. 





How to Step Up Your Income 
With a Wide Safety Margin 





(Continued from page 301) 


basis, although admittedly the choice 
of issues in these two groups has been 
narrowed to some extent by the 
price advances of recent months re- 
sulting from the pressure of invest- 
ment funds. For many months now 
best grade bonds and_ preferred 
stocks have been virtually be- 
yond the reach of the individual 
investor—unless he was _ will- 
ing to pay a call price premium 
and accept the historically low yields 
obtainable on this type of security. 
Large scale refunding operations in- 
volving the prior redemption of 
many good bond issues have left 
former holders faced with the prob- 
lem of replacing such issues on an 
equivalent income basis. As a con- 
sequence, there has been a general 
“trading down” movement, with a 
large volume of funds finding their 
way steadily into medium and sec- 
ond grade bonds and _ preferred 
stocks. 

Theoretically, at least, this ten- 
dency implies a gradual weakening 
m the basic security of portfolios. 
Actually, however, such need not 
necessarily be the case, if care and 
discrimination is used in the selec- 
tion of issues. The difference in the 
quality of a high grade bond and 
one carrying a somewhat lower rat- 
ing is relative and for the most part 
the only practical sacrifice involved 
is possibly in market stability. Me- 
dium grade issues must be expected 
to display a greater degree of price 
sensitivity, but other things being 
equal this need not concern the in- 
vestor whose primary objective is 
dependable income. 

Accompanying this discussion are 
three tabulations in which are set 
forth various suggestions for the 
practical application of the points 
which the writer has sought to make. 

The reader’s attention is called 
particularly to the $50,000 program. 
It proposes that this investor em- 
ploy now only half of his available 
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capital, distributed among medium 
grade bonds and preferred stocks 
and good dividend-paying common 
stocks. Nevertheless, the over-all 
yield on the total fund is slightly 
in excess of 314 per. cent—or a bet- 
ter yield than that offered by the 
highest grade government, munici- 
pal and corporate bonds. In this 
manner the compromise principle is 
ideally employed. In addition to 
yielding a reasonable income return, 
this program affords the investor 
adequate provision against the con- 
tingencies and uncertainties of the 
future. A reserve buying power is 
made available with which to take 
advantage of subsequent investment 
opportunities, and should some per- 
sonal financial emergency arise later, 
this investor would not be forced to 
liquidate securities, regardless of 
the then-existing values. Such emer- 
gencies invariably occur not when 
security prices are high but when 
they are low, usually requiring their 
sale to be made at a loss. 

The other two tabulations are de- 
signed to meet the needs of the in- 
vestor with a smaller amount of cap- 
ital at his disposal, or one seeking 
to replace low-yielding issues, or se- 
curities which for one reason or an- 
other may be undesirable holdings. 

It is realized, of course, that any 
investor whose needs emphasize con- 
tinuous and reasonable income is un- 
likely to have any substantial por- 
tion of his capital liquid at the pres- 
ent time. Yet it is this investor whose 
program is likely to be the most vul- 
merable in the present setting and, 
therefore, most likely to be in need 
of revision in order to improve the 
degree of compromise and flexibility. 
It is suggested that all non-income 
issues, as well as those of doubtful 
speculative promise, be weeded out. 
This would probably permit the 
ereation of a cash reserve, with the 
minimum sacrifice of income. Prices 
of bonds and preferred stocks should 
be checked against their call price. 
All issues selling above their call 
price should be eliminated; further 
enhancement in value cannot be ex- 
pected and in the event of an early 
call the investor would suffer a cap- 
ital loss to the extent of the call price 
premium. If it is impractical to re- 
tain such funds in cash, they can be 
diverted to bonds and_ preferred 
stocks of the type included in the 
accompanying lists. 

In compiling these several pro- 
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Again ... The Weekly Trend Letter 
Gauged Current Market Advance 


At 10:48, Thursday morning, April 24, with Dow-Jones Industrials at 117.01, 
we telegraphed our subscribers: "Buy at market using trading funds." 
Monday, June 23rd, this average was 124.30... a gain of more than 7 
points in two months. 


This telegram could have brought you substantial profits. An indication of 
the possibilities is shown by the following record of a dozen market leaders 
during this upmove: 


Average Opening 


Price Price Points 

April 24 June 23 Gain 

Ampeoniem COeper: (cc. ca. sees cd ddawcn bos 23% 28 436 
Gitte Hen OG foo. c orci eng Wang ier cowadlen. 701, 75 4, 
CrOGE AN MRDONNNE To 5 se Sac bo ob io owe Bums 29% 321, 2% 
Monmecott ‘Conner: i. sicvne ceonnsesaseacte 321% 37% 53% 
PERE Nr ar da ea eta sis Soaked Nacoarastea re 174 22%, 5% 
IRPEMBCELOR ES CROMER 05, 6 800 Geld. .s)o a ed areal aw od 335% 36) 2% 
Wa oi ON EIEEMED os 0555501 as gece snalscinenaces 26 301, 41, 
Staves “GRE GE ING Se dona veccsccec ccisacwotecsncees 3536 39% 414 
tila Carbide... 0c c tance. deed encode ouees 63% 72 84 
OE RE ee mee eee erate ee ern ee 5215 58 34 
We Onsewtnn OOM oo sce calc oa a deh ee weeds 20% 2434 4% 
WGMINBHOUSE DIGG. o5~ 5.5 sods akc csee reece 8934 95 5% 


In addition, at an average of 117.48 Dow-Jones Industrials, our subscribers 
were counseled to employ 80%, of their investment capital. Both of these 
positions are being kept under our continuous supervision and we shall 
advise when to take further action .. . as the market advance runs its course. 


32 Points Gain in Averages... 
While Market Declined 10% 


The above example is only one illustration of the accuracy of The Weekly 
Trend Letter in gauging today's war markets. In the variable movements 
of the past 22 months, our record shows 38!/2 points gain in the averages 

. only 6!/, points loss . . . as against a market decline of 14 points .. . 
a differential of 46 points better than the market. 


We suggest that you enroll with The Weekly Trend Letter NOW to know 
what action to take in the current market phase and over the vital months 
ahead. It is a service that will provide you with a source of reassurance 
and dependable counsel toward protecting and increasing your capital. 


What The Complete Service Includes— 


The Trend Letter Will Bring You You Will Also Receive ... 
Every Week ... 
The Magwall Trend Indicator . . . 


* graphically shows market’s relation to 
business activity. 


4, Consultation on 6 Securities at a time 
oe by wire and by mail. 


? 5 Telegrams ... Colleet ... of Important 
) Suggested Trading and Investment 2. wiarket Trend Changes . . . When to Buy 
“* Policy with Conclusions, . . . When to . . . Whee to Sell. 


Buy and When to Sell. 





54 Dow Theory Interpretations. 6 Weekly Bulletins and Special Wire Con- 
* tirmations by Mail. 


—_—-------=Mail This Coupon Today=---------- 
THE WEEKLY TREND LETTER 
of The Magazine of Wall Street 
90 Broad Street New York, N. Y. 
[) 1 enclose remittance, [| Send Invoice 
[] $30 for a six months’ subscription 
[) $50 for a one year’s subscription 
Name 


Mail Address 


Telegraphic Address 





City .. State : June <8 





\ {| For domestic Air Mail, add $1 for Six Months; $2.00 for One Year, A 





333 





Suwaseriecan=etemeeaaat 








grams the amounts of $50,000, $25,- 
000 and $10,000 have been used— 
but only for convenience and to per- 
mit greater breadth in presenting 
suggestions. They are designed to 
exemplify what may be accomplished 
along practical lines in meeting cur- 
rent investment problems and there 
is no reason why the suggestions 
should not be altered to meet the 
needs of the individual, regardless 
of whether his immediate problem 
involves $1,000 or $100,000. 





Varying Effects of Third 
Quarter Industrial 
Transition 





(Continued from page 293) 


months of the current year about 
1,200,000 wage earners in manufac- 
turing and building have obtained 
wage increases, ranging from five to 
ten or more cents an hour. Many, 
moreover, have won the right to 
vacations with pay for the first time 
in the history of their respective 
industries. The lack of restraint 
(until only recently when the Army 
temporarily took over the North 
American Aviation plant) by Gov- 
ernment on labor has been one of 
the principal worries of the average 
stockholder. 

The final intervention of the Gov- 
ernment in breaking the North 
American strike appears to be the 
opening gong of a much firmer la- 
bor policy. Critics of the complete 
hands-off policies to which the Ad- 
ministration has adhered have been 
emphasizing—and rightly so—that 
inflation brakes with mere price con- 
trols cannot be expected to work if 
a limit also is not placed on wage 
advances. As a matter of fact, eco- 
nomic spokesmen for the Adminis- 
tration have warned against wage 
advances, and industry generally has 
been told (as happened after the 
steel industry wage increase) that 
the fact of a wage increase is not 
acceptable as a basis for price in- 
creases. Still, there has been no 
opposition to labor’s getting more 
pay. The North American Aviation 
affair, however, may well be an 
opening wedge for labor control, be- 
ginning with anti-strike moves and 
possibly winding up with wage ceil- 
ings such as prevail in England. 

This, however, is not imminent, 


and as far as the third quarter is 
concerned there is little doubt that 
wages will continue to rise. Aside 
from our actually getting into a 
“shooting” war, what might galvan- 
ize the Administration into further 
action would be the indication of a 
strong inflationary trend develop- 
ing from competition of high in- 
comes for fewer consumption goods. 
Profit margins of certain industries 
will be squeezed by greater labor 
costs much more than certain others 
because of the greater relative im- 
portance of labor in conduct of busi- 
ness. Thus, machine tool, steel, 
railroads, textiles, electrical equip- 
ment, railroad equipment, building 
materials, office equipment, shoes, 
paper, mining, automobiles, aircraft 
and munitions all have high com- 
parative labor costs in relation to 
their total costs. Some of these 
industries face serious (from the 
stockholder’s viewpoint) demands 
for still higher wages. Prominent 
among these is the railroad indus- 
try, from which rail labor unions 
ask a 30% rise in basic wages, which 
by itself would lift the annual wage 
bill by over $200,000,000, compared 
with aggregate net income last year, 
of $191,000,000 for all roads. This, 
of course, is an initial bargaining 
demand and only a part of it is likely 
to be granted. In any event, busi- 
ness of the railroads is booming so 
that they may increase wages to a 
fairly reasonable extent and still top 
1940 earnings this year. 

As previously indicated, arma- 
ment and related lines are receiving 
increasing protection as far as costs 
are concerned through the insertion 
of escalator clauses in contracts. 
Some of the work being done for the 
Army is on a_cost-plus-fixed-fee 
basis which automatically guaran- 
tees profitable operations, the ob- 
jective of the Army being speed 
unhampered by operation cost wor- 
ries, including, of course, higher 
labor costs. 

For many of the currently boom- 
ing lines, accordingly, taxes repre- 
sent the principal worry, and good 
reason there is, too, for such senti- 
ment. Tax “casualty” industries 
are numerous, headed by the utility 
industry, which through strict regu- 
lation is virtually prohibited from 
raising rates (except in negotiated 
industrial contracts) and thus has 
little escape from higher taxes and 
risiag costs. Another outstanding 


“casualty” is the tobacco industry, 
affected not only because of the cur- 
rent high and coming higher excise 
taxes as well as likely higher state 
taxes, but also because of the ex- 
ceptional vulnerability of this group 
to the excess profits tax, which also 
will be increased materially this 
year. 

Other industries likely to be 
severely affected by taxes include 
foods, retail trade, alcoholic bever- 
ages, containers, gold mining, cos- 
metics, finance, household products, 
automobiles and residential build- 
ing. 

Some of the heaviest-hit com- 
panies taxwise will be found in the 
armament lines, but in each instance 
of this type, volume of operations or 
gross sales is likely to be so enlarged 
that higher earnings will be experi- 
enced in spite of shrunken profit 
margin. 

Summing up, the third quarter 
industrial transition will be exten- 
sive, as indicated by the progress of 
spending, priorities, price controls, 
taxes and potential labor controls. 
Normally the dullest period of the 
year, the third quarter is likely to 
witness exceptionally high activity 
with actual intensification of the 
armament boom under Federal 
pressure. 

Industries which are likely to im- 
prove their positions during this 
vital period (and experience, in our 
estimation, higher earnings after all 
charges than in the third quarter 
of 1940) include: aircraft manufac- 
turing, shipbuilding, heavy building 
materials, contractors (including 
dredging, military bases, plant con- 
struction, etc.), industrial ma- 
chinery, machine tools, munitions, 
Diesel engines, paper, coal, railroads, 
railroad equipment, metal fabricat- 
ing, non-ferrous metals, steel, trucks 
and trailers. 

On the other hand, there are not a 
few industries which are unlikely to 
earn as much in the third quarter of 
this year as in the similar period of 
1940. Included in the group are 
these: automobiles, foods, utilities, 
tobacco, department stores, restau- 
rants, drugs, groceries, variety 
stores, mail order, apparel, textiles, 
shoes, soap, vegetable oil, cosmetics, 
gold mining, finance, general house- 
hold products, non-military _ resi- 
dential construction, photographic 
equipment, alcoholic beverages and 
containers. 
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From Surplus to Scarcity 





(Continued from page 297) 


ment is feverishly endeavoring to 
build up our tin supply through 
imports, though progress there has 
not been very satisfactory. Paper, 
glass, plastics, and synthetic resins 
all are under test as substitutes. 
Beneficiaries from tin priorities 
would include a number of compa- 


nies, such as  Anchor-Hocking 
Glass, Container Corp., Gaylord 
Container, Lily Tulip Cup and 


others. In this connection, it might 
be borne in mind that the metal 
containers themselves are turning 
to substitutes, with the paper con- 
tainer division of American Can 
growing by leaps and bounds. 

The field of alloys is not to be 
overlooked, of course, because of its 
significant inclusions of such prior- 
ity-mandated ferro alloys as tung- 
sten, chrome, nickel, vanadium and 
molybdenum. The last-mentioned is 
the only one of these produced in 
quantity in the United States, but 
vanadium would represent no out- 
standing problem if we could con- 
tinue to obtain shipments from 
Peru—made difficult by shipping 
shortages. The Minas Ragras mine 
in that country is the world’s larg- 
est known deposit of vanadium and 
is owned by Vanadium Corp., 
which processes its ores here. 

With respect to molybdenum, its 
comparative plenty (though it, too, 
is on the priorities list) has led to 
efforts to widen its use at the ex- 
pense of other alloys. We have the 
largest molybdenum deposits in the 
world, and can _ produce about 
45,000,000 Ibs. annually. Last year, 
domestic consumption was in the 
vicinity of 15,000,000 Ibs., but the 
remainder of the year’s output was 
sagerly acquired by Canada and 
Great Britain. The large Climax 
Molybdenum Company produces 
over 75% of the world’s supply of 
molybdenum. Second largest pro- 
cessor of molybdenum ores is Molyb- 
denum Corp. of America. 

In conclusion, it may be pointed 
out that there are a number of situ- 
ations in the priority beneficiary or 
-asualty trends which we have not 
had space to discuss. This tendency 
to benefits or difficulties will intensify 
rapidly in the future, and the effects 
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promise to be among the most far 
reaching in the economic history of 
the country. In some instances, the 
so-called substitutes (plastics manu- 
facturers like to refer to their prod- 
uct as a “replacement”) may become 
permanently intrenched —to their 
substantial benefit and to the detri- 
ment of some of the older metals. 
In this respect, plastics in their 
various forms appear to be quite 
outstanding, with such metals, or 
metal alloys as aluminum, magnesi- 
um and molybdenum likewise fac- 
ing a favorable long-term future. 





Uncle Sam's Goal in 
Latin-America 
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American countries, these have been 
the least dependent upon Western 
Hemisphere trade. The low percen- 
tage of our share of Paraguay’s 
trade may be explained by her inland 
position and her economic depend- 
ence upon Argentina. 

The record of the measures with 
which we have already assisted Latin 
America is impressive, and it ranges 
from the loan commitments of the 
Export-Import Bank, amounting to 
about $250,000,000 to soil surveys 
made by the Office of Foreign Agri- 
cultural Relations. However, the 
coming negotiations for reciprocal 
trade agreements with Argentina and 
Uruguay present an excellent oppor- 
tunity for doing something for these 
two countries. From the Seventies 
down to 1939, negotiations for a 
trade treaty with Argentina, one of 
our best South American markets, 
have always stumbled over the com- 
petitive character of the trade of the 
two countries. 

A system of bilateral trade agree- 
ments with Continental Europe and 
Great Britain accompanied by a 
very complicated exchange control, 
has led Argentina into a blind alley. 
She is in bad need of industrial 
products necessary for her industrial- 
ization, and we are now about the 
only market in which she can get 
them. Two of the principal obsta- 
cles to the trade treaty in 1939 are 
being removed. Beginning July, 
Argentina is renouncing bilateral ex- 
change control and establishing an 
almost free exchange system. Too, 


meat products are not listed among 
the 66 commodities on which possi- 
ble concessions are to be made. All 
this seems to intimate that the Ar- 
gentina Government is ready for a 
trade deal with us. 

And even if we realize that this 
move on the part of Argentina is a 
matter of expediency and may prove 
temporary, we should go out of our 
way to show good will. Because of 
the rearmament program, we are 
now in a better position than ever to 
give concessions to Argentina on 
hides, wool, flaxseed and a surprising 
number of new products ranging 
from vermouth and cheese to gloves 
and wicker furniture. The success- 
ful conclusion of a trade treaty with 
Argentina would thus go a long way 
toward (one) promoting the two- 
way trade with us and (two) the 
lowering of tariff barriers and mak- 
ing dollars spent here by Argentina 
go farther. In respect to trade 
stifling import duties, our Tariff 
Commission estimated that in 1938 
about 40% of our imports from Latin 
America, valued at $177,000,000, 
paid a duty of about $84,000,000 or 
48%. As for Latin American coun- 
tries, many of them depend upon 
tariff duties to supply as much as 
757 of their budgetary revenues. 

Of course, Argentina would still 
have on her hands a big problem to 
solve: how to dispose of her sur- 
pluses of wheat and corn. But a 
trade agreement with the United 
States would fit into a long range 
program of freeing and broadening 
the trade of Western Hemisphere 
countries along multilateral princi- 
ples. As such, it would undoubtedly 


encourage intra-South American 
trade. Last year South American 


countries exchanged over 10% of 
their products. Possibilities for this 
trade, now about 50% larger than 25 
years ago, are great, but they await, 
above all, the development of trans- 
portation and distribution facilities. 
Argentina has, for example, a surplus 
of meat and dairy products, while 
shortages exist in the Andean coun- 
tries to the North. 

There are many kinds of goods 
which Latin American countries 
could make for their own markets 
as well as for trade among them- 
selves. Although Argentina pro- 
duces raw cotton, she still imports 
important quantities of cotton tex- 
tiles. A variety of small articles that 
used to come from Czecho-Slovakia 
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and Austria, including shoes, bags 
and gloves, could be duplicated in 
Argentina, Brazil, Chile and even 
Peru and Mexico. All these coun- 
tries have the necessary raw mate- 
rials. 

However, the path toward the ac- 
complishment of a more balanced 
economy in the Latin American re- 
publics through industrialization and 
the development of  intra-Latin 
American trade is likely to be a 
thorny one. The lack of transporta- 
tion facilities, the uneven distribu- 
tion of coal and petroleum resources, 
and the relative inefficiency of na- 
tive workers contribute to high pro- 
duction costs and make it difficult 
to determine what are the econom- 
ically profitable trades and indus- 
tries in Latin America. 

Moreover, the flow of outside 
capital into Latin American coun- 
tries is bound to be slow, partly be- 
cause of the growing Government 
interferences and partly because of 
the fear that many of the new indus- 
tries may not survive after the war. 
An invitation to local capital to 
participate in new projects has to be 
also on the “must” list, if only to 
make the Latin Americans feel that 
the industries are their own and to 
allay their fears of our imperialistic 
aims. 
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company is engaged in constructing 
an air base at Newfoundland and, 
according to reports, lease of the 
company’s equipment in Bermuda 
provides an income equal to ap- 
proximately $1.70 a share annually. 
The company’s government con- 
tracts are, for the most part, on a 
cost-plus-fixed-fee basis. Judged by 
any standard the shares are strictly 
a speculative medium, but in rela- 
tion to both current and prospective 
earnings, recent quotations appear to 
appraise the company’s prospects on 
an extremely conservative 
Should the St. Lawrence Seaway be 
endorsed by Congress, McWilliams 
Dredging is almost certain to figure 
prominently in dredging operations. 


basis. 


So They Say... 


There will be more automobiles 
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for sale than scare headlines indi- 
cate. .. . Many well informed offi- 
cials repudiate the threat of fuel oil 
shortages in the East this winter. 
... Skelly Oil will earn $2.50 a share, 
or better than $1 more than in the 
first six months of last year... . 
New orders being placed for aircraft 
should be appraised in terms of 
1943-44 earnings. ... Many feel that 
such stocks as Woolworth, Interna- 
tional Nickel, General Motors, Com- 
mercial Investment Trust, Hazel- 
Atlas Glass, Columbia Broadcasting 
and Consolidated Edison have been 
oversold. . . . Fairbanks-Morse is ex- 
pected to show $2 for the first six 
months which would compare with 
$1.58 a year ago. . Thompson 
Products, formerly an automobile 
equipment company, is now concen- 
trating heavily on aircraft. The 
company will make an $11,000,000 
addition to its aircraft parts plant 
in Cleveland. . . . Shares of retail 
stores operating in industrial areas 
appear to have attracted investment 
buying in recent weeks. . Re- 
stricted imports of corn starch are 
helping domestic corn refining com- 
panies. 
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which shows Administration does 
not want to run factories and that 
laws to confiscate  strike-bound 
plants are not the solution and 
something else must be found. Also 
labor has lost its desire to have Gov- 
ernment take over plants with labor 
troubles. 
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feat or a condition in which accept- 
able peace could be had; greater will- 
ingness to hold equities. 

We are not entirely sold on “in- 
flation.” We can see deflationary 
controls vying strongly—and possi- 
bly successfully—with inflationary 
tendencies in general; and we can see 


probability of many non-defense en- | 
terprises individually getting much | 
more deflation than inflation. But 
the state of mind—sometimes for 7 
goodly periods—is more decisive | 
than the facts; and we certainly do — 
not deny the possibility—probabil- 
ity if war developments permit—of 
an inflationary state of mind devel- 
oping. 

Among the types of securities of- 
fering promise of both appreciation 
and income return, we think it sig- 
nificant that by far the most dy- 
namic performance is that of specu- 
lative preferred stocks and lower 
grade railroad bonds. We have re- 
peatedly called attention of our read- 
ers to such issues in this article and 
elsewhere with specific lists. They 
are relatively favored with respect 
to volume, earnings after taxes, and 
income yield. We_ believe they 
would participate strongly in any 
market rally, hold up better than 
the general run of equities in any 
reaction, and show superior longer 
range appreciation on a lengthy war 
economy industrial expansion. 

And in the setting that now exists, 
we think armament equities have 
superior appreciation possibilities to 
peace stocks in most cases, and espe- 
cially in the case of high grade 
growth situations—such as chemi- 
cals—motors, utilities and priority 
casualties. As regards the latter, a 
representative list of issues to be re- 
garded with skepticism accompanies 
the special article on page 296. 

Preferred stocks which we believe 
still possess speculative attraction 
include American Car & Foundry $7; 
National Supply $6; Wilson & Co. 
$6; Pittsburgh Steel prior $5.50; 
Penn-Dixie Cement $7; New York, 
Chicago & St. Louis $6; American 
Woolen $7. 

Common stocks which we believe 
to offer above-average potentially in- 
clude United States Steel: American 
Car & Foundry; Timken-Detroit 
Axle; Dresser Manufacturing; Con- 
tainer Corporation; Phillips Petro- 
leum; Caterpillar Tractor. The list 
is presented as representative rather 
than inclusive. 

Conclusion: The market will be 
closely sensitive to near-term Ger- 
man-Russian war developments. A 
prudent margin of liquidity should 
be maintained in investment posi- 
tions; and speculative commitments 
should be protected by stop-loss in- 
surance.—Monday, June 23. 
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